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SMALL BUSINESS RECOVERY: PROGRESS 
REPORT ON SMALL BUSINESS JOBS ACT 
OF 2010 IMPLEMENTATION 


THURSDAY, MAY 19, 2011 

United States Senate, 

Committee on Small Business 

AND Entrepreneurship, 

Washington, DC. 

The Committee met, pursuant to notice, at 10:04 a.m., in Room 
428A, Russell Senate Office Building, Hon. Mary L. Landrieu, 
Chair of the Committee, presiding. 

Present: Senators Landrieu, Cardin, Shaheen, and Snowe. 

OPENING STATEMENT OF HON. MARY L. LANDRIEU, CHAIR, 
AND A U.S. SENATOR FROM LOUISIANA 

Chair Landrieu. Good morning, everyone. I would like to call our 
meeting to order, and I would like to thank all of our witnesses for 
joining us this morning, particularly our witnesses on this second 
panel who are going to be bringing real life testimony to the issues 
that we are looking at and reviewing. 

As many of you know, this week is National Small Business 
Week. President John F. Kennedy started this tradition in 1963 to 
recognize the contributions of small businesses to the economic vi- 
tality of our country. The following year. President Johnson award- 
ed the first “Small Businessman of the Year” — I underline the word 
“Businessman of the Year” — to a Mr. Berkley Bedell. 

Mr. Bedell was from Spirit Lake, Iowa. He was President of 
Berkley Company, a manufacturer of fishing lines. His business 
was started in a bedroom or a workshop while he was still in high 
school. At the time. President Johnson said that Mr. Bedell rep- 
resented millions of American small businesses who, as Saint Paul 
wrote, were not slothful in business, but fervent in spirit.! That 
was from Romans 12:11. 

While times have changed since then, I believe it is still our re- 
sponsibility as policymakers to lift up these entrepreneurs that are 
not slothful in business, but are fervent in spirit, and that is the 
purpose of today’s hearing. 

We want to recognize the 27.2 million small businesses in Amer- 
ica that are struggling to recover from the great recession. More 
specifically, we will hear how our Federal Government, how our 
Federal Government is implementing the Small Business Jobs Act 
passed last year with the help of many members of this Committee. 

( 1 ) 
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This legislation has been touted as the single most important piece 
of legislation in decades for small business. 

Let me just mention a few other things, and then I will recognize 
Senator Shaheen who is here for her opening statement in just a 
moment. I want to put a few things into this record. 

Last Congress, the 111th Congress, the Committee heard compel- 
ling testimony from small business owners across the country 
struggling to keep their lights on, their doors open, and stretching 
to keep valuable employees on the payroll. 

Many business owners could not get conventional bank loans. 
Others saw substantial reductions in their existing lines of credit. 
Still others had cutting-edge products but did not see an oppor- 
tunity to contract with the Federal Government. The results were 
alarming. 

Since 2008, small firms accounted for between 64 and 80 percent 
of net job losses in our country. That is beginning to reverse. We 
are excited about that, and we will hear more about that today. 

To address these issues, I am proud to have led Senate efforts 
to enact the Small Business Jobs Bill of 2010. The bill was signed 
into law by President Obama on September 27th. The Jobs Act pro- 
vided many things: support to small businesses in many important 
ways, $12 billion in immediate tax relief, increasing access to cap- 
ital by increasing SBA loan limits, establishing the Small Business 
Lending Fund, strengthening the core programs of the Small Busi- 
ness Administration which resulted in more money for counseling 
services for small business development centers, increased export 
opportunities, and a more level playing field for small businesses 
looking for opportunities to contract with the Federal Government. 

First, the Jobs Act included multiple small business tax cuts ef- 
fective for 2010 that provided incentives for small businesses to 
make new investments in property and real estate and expand 
their operations. For example, small business owners who bought 
new equipment in 2010, the Jobs Act included enhanced expensing 
provisions that allowed the immediate write off of the first 
$500,000 of tangible personal property and up to $250,000 for cer- 
tain investments in real estate. 

Also, for the first time ever, self-employed business owners could 
deduct 100 percent of the cost of health insurance for payroll tax 
purposes. In my home state of Louisiana alone, there are over 
234,000 self-employed individuals eligible for this tax break. All to- 
gether, the bill included over $12 billion in tax cuts for small busi- 
nesses at a time when they needed them the most. 

Next, the Jobs Act focused on the major hurdle limiting small 
business growth and that was the lack of access to capital. In par- 
ticular, the Jobs Act continued vital programs from the American 
Recovery and Reinvestment Act which spurred lending to small 
businesses. It eliminated the borrower’s fees, increasing the Fed- 
eral Government guarantee on SBA loans from 75 percent to 90 
percent. At the time our bill passed, these provisions had already 
supported $30 billion in lending to more than 70,000 businesses 
since 2009. The extension of these Recovery Act provisions in our 
bill allowed an additional 1,500 businesses to receive more than 
$750 million in loans. 
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The Act permanently raised the maximum loan size for SBA’s 
two largest programs, increasing the maximum 7(a) loan size from 
$2 million to $5 million and the maximum 504 loan size from $1.5 
million to $5.5 million. These were extraordinary accomplishments 
in this bill, and I am proud to have lead that effort. 

In addition, the Treasury Department was tasked with imple- 
menting two new programs designed to support private-sector lend- 
ing to credit-worthy small business. The Small Business Lending 
Fund makes billions of dollars in capital available to roughly 7,000 
healthy community banks in our country. We will hear more about 
that today from Mr. Don Graves and from the Honorable Marie 
Johns. 

This strategic public-private partnership could leverage billions 
of dollars in additional lending to smaller firms. Treasury has al- 
ready received applications from 700 banks for roughly $10 billion. 
That is encouraging. We are making progress. 

The Small Business Credit Initiative, which was pushed by sev- 
eral members of our Committee much to my joy, will support at 
least $15 billion in new lending by strengthening state small busi- 
ness programs. 

I know Senator Hagan is going to be particularly happy because 
there are some really wonderful opportunities that will be shared 
today from that part of the country. 

Under the Jobs Act, key enhancements were made to enhance 
and improve SBA programs. As we know, only 1 percent of small 
businesses export. With 95 percent of the world’s consumers out- 
side of the United States, it is important that this Committee took 
the opportunity to strengthen our export programs. We are going 
to hear some testimony today about how that is working. 

Our bill improved SBA export financing programs by signifi- 
cantly increasing the maximum size of export loans and by expand- 
ing the network of SBA export finance specialists that counsel ex- 
porters and help them underwrite the loans. It created a State 
Trade and Export Program which will provide $60 million in grants 
to states to bolster bluster their programs. 

Let me say one other thing before closing. In addition to all of 
the things that I mentioned, this bill also increased enhancements 
to the small business contracting program. The Federal Govern- 
ment has over $500 billion a year available for purchases of goods 
and services, and we opened up opportunities for small business, 
woman-owned businesses, HUBZones, and service-disabled vet- 
erans to participate in that program. 

In closing, I just want to highlight a couple of provisions. I give 
you one example in closing of how this specifically worked for a 
business in Louisiana. 

Baker Sales of Slidell is a small business that operates in Lou- 
isiana. It has operated for many years. When the construction 
slump occurred and the recession began, it saw its sales drop by 
20 percent, and then again when the Deepwater Horizon explosion 
happened and the moratorium was put into effect, sales fell even 
lower. They have been in business for 30 years. They had imported 
steel products and sold them within a 200-mile range of Slidell. 
They wanted to export but it was simply a pipe dream. 
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Last March, however, they received assistance from the Regional 
Director of U.S. Commercial Service Staff in New Orleans to travel 
to Panama to identify potential clients. Baker Sales lacked the cap- 
ital to make these investments. A local bank was not going to give 
them capital when the collateral and collections were in Panama. 
They could not enforce in the event that something went south on 
this. But with this new program. Baker Sales received $3 million 
from a 7(a) loan that helped them to secure the contracts in Pan- 
ama, expand their export opportunities and give them a path for- 
ward out of what has been a very difficult economic time for them. 
They have hired two additional employees, and they expect to ex- 
pand sales in the future. 

So today we will hear some additional success stories like Baker 
Sales in Slidell. I am proud of the work that this Committee has 
done and we are going to get some testimony from our key wit- 
nesses about what more we can do to improve the outlook for small 
businesses in America today. 

Let me turn it over to my ranking member. Senator Snowe, and 
then we will receive opening statements from Senator Shaheen as 
well. 

[The prepared statement of Senator Landrieu follows:] 
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Chair Mary L. Landrieu 
Opening Statement for September 22, 2011 
Roundtable entitled: 

“Closing the Wealth Gap: Utilizing Minority Owned Businesses as 
Vehicles for Job Creation and Economic Recovery” 

Prepared By: Donald Cravins & Krystal Brumfield 

Good morning and thank you for joining us for this very important 
roundtable. Let me first welcome all of you in the audience who are visiting 
Washington this week for the Congressional Black Caucus Events. I am pleased 
to be joined this morning by my colleague and friend, Senator Ben Cardin and 
some of my very distinguished colleagues from the House, Representatives 
Chaka Fattah, Yvette Clarke, and Cedric Richmond. 

I am very honored to be co-hosting this very important roundtable with 
these dynamic leaders. When my staff approached me about convening a 
roundtable during CBC Week like I did last year with Senator Roland Burris, I 
did not hesitate in choosing the topic for discussion. In my humble opinion, one 
of the most pressing issues facing the United States of America is the gross 
disparity in wealth that exists between white Americans and African-Americans. 

Since becoming the Chair of the Senate Small Business Committee, I, 
along with the other members of this committee, have made closing the wealth 
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gap a Committee priority. Notwithstanding our Committee’s limited 
jurisdiction, we have done our part to tackle this issue by addressing the barriers 
that affect minority-owned small businesses. In some cases, those barriers are 
not xmlike the barriers which plague all businesses. But, in some cases, the 
obstacles that minority small business owners face are very unique. Since 2009, 
I have convened at least 4 hearings or roundtables to address ways that the Small 
Business Committee and the SBA, through its many of programs, can both 
address and remedy the issues affecting minority-owned small businesses. We 
have given specific attention to the two very important issues that face African- 
American small business owners: 1) limited access to capital and 2) limited 
access to government contracting. 

My staff updates me regularly on how many banks are making loans to 
small businesses and this Committee constantly looks for new ways to open up 
capital markets and increase contracting opportunities for small businesses. It’s 
clear to me that African American business owners want reliable and non- 
predatory financing opportunities. And they want to know that when the federal 
government does contract for goods and services, it does so by placing small 
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businesses on a level playing field with big business - it’s as simple as that. Last 
year, at a hearing of the Small Business Committee, Dr. Robert Fairlie, a 
professor of Economics at the University of California Santa Cruz, testified that 
of the many factors responsible for the disparities in business performance 
between minority and non-minoritv-owned businesses, access to financial capital 
is perhaps the most important . He pointed out that one of the major roots of the 
problem is the extremely high level of wealth inequality found between 
minorities and non-minorities . 

At that hearing. I was also astonished to learn that half of all African- 
American families had less than $5.500 in total wealth and half of all Latino 
families had less than $8.000 . Just recently, on July 26, 2011, the renowned Pew 
Research Center released a Study entitled, “Wealth Gaps Rise to Record Highs 
Between Whites, Blacks and Hispanics" The findings of the Study are based in 
the Pew Research Center’s analysis of data from the Survey of Income and 
Program Participation (SIPP), an economic questionnaire distributed periodically 
to tens of thousands of households by the US Census Bureau. 
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Although we have the Senior Researcher from Pew here to testify in detail 
about the study, I do want to take a few minutes to highlight some of my 
observations from the Study. 

The Study shows that the median wealth of white households is nearly 20 
times that of black households and at least 15 times that of Hispanic households. 


:2<00<9 



These lopsided wealth ratios are the largest since the government began 
publishing such data a quarter century ago and roughly twice the size of the 
ratios that had prevailed between these three groups for two decades prior to the 
Great Recession that ended in 2009. 


4 





9 


.Wo«jise:|-sol-cJjs-#. 

aOOS"«S¥icl '200^^' 


in. ^’oSar's 


5 00«3 



Wisj5^f>i-CiS ■ ■ 

Bi®<^3s sSr&77 


SOOS 

'WHst«s: 

Mssparwr.a ^3;S,3.^^ 

Slavics ^3.2, XZ^ 

Pro lar.'ST^ Pon*«i«ij»ati!sr> data 
PSW fumSBARCM ceMTER 



As a result of the bursting of the housing market bubble in 2006 and the 
recession that; followed from 2007 to mid-2009, the typical black ioasehold 
had Just $5,677 in wealth (assets aiinus debts) in 2009;'the4ypicaf Hisparic 
houSehoH had $6,325 in wealth; and the typical white household had 
$113,149. 


Median Net WortH of HojJseHoldSf .3:OOS and 

2009 

fn aoop doikirs 


» 200S • 200© 

^1€«,X03, 



Si>4ir-.r«.>'; Piev.- R,«s»,areh -Csnier iafcutasioaa <sf Swry^v oSioce-m.^ a-o-d Pi-ogr^if:-* 
Parr.i.'iputtan s}a«^ trow sh« 200-4 .and 2002 jsaf>eis 
PEW RESEARCH CeNTER 


5 


10 


Blacks: The net worth of black households fell from $12,124 in 2005 to 
$5,677 in 2009, a decline of 53%. Black households drew a large share (59%) 
of their net worth from home equity in 2005. Thus, the housing downturn had a 
strong impact on their net worth. 

Whites: The drop in wealth of white households was modest in 
comparison, falling 16% from 134,992 in 2005 to $113,149 in 2009. Home 
equity accounts for relatively less of whites’ total net worth (44% in 2005) and 
that served to lessen the impact of the housing bust. 

I have been in public office for over 30 years as a state legislator, a state 
treasurer and US Senator. I have known all my life that wealth and income 
disparities unfortunately exist in America among the various races. To say the 
very least, the widening of the wealth gap continues to shock and cause me great 
dismay . I have discussed it with my colleagues here in Washington, I have 
shared it with groups all over this country, and I have made it one of my 
missions to do all that I can to close the gaps and eventually eliminate these 
disparities. 
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The purpose of today’s roundtable is simple. We are here not only to 
discuss the wealth gap but to discuss solutions - solutions on how Congress 
along with our partners in the Administration, the academic community and the 
business community can close and eventually erase the wealth gap. I truly hope 
that our esteemed panelists will identify solutions that can be implemented by the 
Small Business Committee and by utilizing minority-owned small businesses. 

Our first panel will consist of representatives from the Pew Research 
Center, the NAACP and Dr. Danny Boston who will discuss the wealth gap and 
the factors leading to the wealth disparities in this country. After we hear from 
them, the first panel will continue and we will hear from our government 
officials who will recommend ways the government can provide solutions . 
We will hear from Deputy Administrator of the SBA, Ms. Marie Johns, our 
Chief Counsel for the SBA’s Office of Advocacy, Dr. Winslow Sargeant and 
last, but not least, Mr. David Hinson, Director of the Minority Business 
Development Agency at the Department of Commerce 

On our second panel, we will hear from business experts from throughout 
our country on solutions and effective ways that, through minority business 


7 



12 


development, we can close and eventually eliminate the wealth gap. I would like 
to turn it over to the other members of Congress to make opening remarks and 
then we will get to our panelists. 
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OPENING STATEMENT OF HON. OLYMPIA J. SNOWE, RANKING 
MEMBER, AND A U.S. SENATOR FROM MAINE 

Senator Snowe. Thank you, Chair Landrieu, for holding this 
hearing today to examine the implementation of the Small Busi- 
ness Jobs Act of 2010. It is fitting that we would be exploring the 
implementation of this legislation at a time which is coinciding 
with National Small Business Week that highlights and celebrates 
the accomplishments of our nation’s nearly 30,000,000 small firms. 

Now, perhaps more than ever, we will rely on small business to 
lead us out of our continued economic morass as they have done 
time and time again in the past. 

I appreciate that we have Small Business Administration Deputy 
Administrator Marie Johns and Deputy Assistant Secretary Don 
Graves here to update us today on the status of the Jobs Act, and 
I especially thank our small business witnesses for offering their 
perspectives as well. 

As Ranking Member of this Committee, I certainly know first- 
hand that there is no more urgent imperative than job creation in 
our country. Our nation has now endured 27 straight months with 
unemployment at 8 percent or above. And last month, unemploy- 
ment once again reverted to an unacceptably high 9 percent. 

We cannot allow these persistently high levels of unemployment 
to become the new normal. It is essential that we focus, like a 
laser, on bolstering our economy and creating jobs. And the best 
way to spur economic growth is to empower our nation’s small 
businesses. Whether reducing regulatory burdens, increasing ac- 
cess to capital, supporting pro-growth tax policies or encouraging 
exporting, we must continue to seek ways to create a better climate 
for small businesses across the country. 

It is with this in mind that we developed a framework for the 
Jobs Act through a series of small business bills. The Act includes, 
as the Chair has indicated, many of the Committee’s long-standing 
priorities, and certainly mine. 

For instance, increasing the maximum loan limits for the SBA 
7(a), 504, and microloan programs. The Act expands export tech- 
nical assistance and trade promotion. It included tax measures like 
those to permit general business credits to be carried back five 
years and taken against the Alternative Minimum Tax. 

Unfortunately, I had serious misgivings about the Treasury 
Small Business Lending Fund that was included in the legislation 
on the Floor. I was particularly concerned by the Congressional 
Budget Office score warning that, when analyzing the Lending 
Fund with the most comprehensive methodology, it could poten- 
tially cost taxpayers more than $6.2 billion. 

Furthermore, just last week, the Treasury Inspector General’s 
Office issued a report on the implementation of the Lending Fund, 
which suggests that interest in the program is tepid, at best. In 
fact, according to the report. Treasury now expects to only dis- 
tribute about one half to two thirds of the authorized $30 billion. 

As of April 18, only 626 lending institutions out of approximately 
7,000 nationwide had applied to participate in the initiative, and 
only $9.2 billion in funding had been requested. Moreover, the 
TARP recipients, otherwise known as the Troubled Asset Relief 
Program, have requested a full 64 percent of that $9.2 billion. 
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These institutions would essentially be paying off one taxpayer- 
funded credit card, TARP, with another in the form of the Lending 
Fund, to obtain lower interest rates without restrictions like those 
on executive compensation. 

The report revealed that TARP recipients are not expected to get 
much additional capital beyond their outstanding TARP investment 
balances, placing in doubt how much new lending will actually take 
place. 

So, this begs the question: Is not this lending fund proving to 
largely be a TARP refinancing program? It has obviously been dem- 
onstrated that there has not been great interest in the initiative. 
I know the Administration is extending the deadline for applica- 
tions from March 31 to May 16 of this year, and I would like to 
explore that with you, Mr. Graves. 

While I clearly have concerns with the Lending Fund in par- 
ticular, I hope that we can have a constructive dialogue with re- 
spect to its implementation, but also the outcomes that are occur- 
ring with all the other initiatives that were incorporated in this 
legislation that ultimately became law last fall. 

I am eager to hear about the desired effects of these initiatives 
because it is critically important in the final analysis to ensure 
that these programs are efficient and effectivene and that they are 
producing results. 

We have got to turn this economy around. We have to create 
jobs, and I know that we created 244,000 jobs last month, but we 
would have to continue at that rate every month for five years in 
order to achieve the pre-recession levels of unemployment of 2007. 

So, that underscores the magnitude of the challenge before us as 
a country and that is why many of the initiatives in this Act are 
going to be very good in terms of working in that direction, but we 
have to make sure that it is done well and it is implemented effi- 
ciently so that we can achieve the results more immediately. 

So, I thank our witnesses here today and the Chair for convening 
this hearing. Thank you. 

[The prepared statement of Senator Snowe follows:] 
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SENATE COMMITTEE ON SMALL BUSINESS AND ENTREPRENEURSHIP 
Small Business Recovery: Progress Report on Small Business Jobs Act 
of 2010 Implementation 
Ranking Member Olympia J. Snowe 
May 19,2011 

Thank you, Chair Landrieu, for calling this critical hearing to examine the 
implementation of the Small Business Jobs Act of 2010 (“Jobs Act”). It is fitting 
that we are examining this critical law during National Small Business Week, a time 
to highlight and celebrate the contributions of our nation’s nearly 30 million small 
firms. And, now more than perhaps ever before, we will rely on small business to 
lead us out of our continued economic morass, as they have done time and time 
again. 


1 appreciate the members of the Administration - Small Business 
Administration (“SBA”) Deputy Administrator Marie Johns, and Department of 
Treasury (“Treasury”) Deputy Assistant Secretary Don Graves - for joining us 
today to provide an update on the status of Jobs Act initiatives. And I especially 
thank the members of the small business community who will speak on our second 
panel. We look forward to hearing about your experience with, and thoughts about, 
the various measures contained in the Jobs Act. 

As Ranking Member of this Committee, I know firsthand that there is no 
more urgent imperative than job creation in our country. Our nation has now 
endured 27 straight months with unemployment at eight percent or above. And just 
last month unemployment once again reverted to an unacceptable nine percent ! We 
cannot allow these outrageous levels of unemployment to become the new normal. 
Therefore, it is essential that we focus like a laser on jiimpstarting our economy and 
creating jobs. 

And the best way to spur economic growth is to empower our nation’s small 
businesses, which generate two-thirds of all new jobs annually. Whether reducing 
regulatory burdens, increasing access to capital, supporting pro-growth tax policies, 
or encouraging exporting, we must continue to seek ways to create a better climate 
for small businesses across the nation. It is with this in mind that we developed the 
framework for the Jobs Act through a series of critical small business bills. 

The Act included many of my longstanding priorities, from legislation that I 
introduced or championed, as Ranking Member of this Committee and a Senior 
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Member of the Senate Finance Committee. For instance, it included key lending 
provisions that I initially authored to increase the SBA’s maximum loan limits for 
7(a) loans from S2 million to S5 million, for basic 504 loans from $1.5 million to $5 
million, and microloans from $35,000 to $50,000. These changes are critical to 
ensuring that SBA loans remain relevant to the needs to today’s borrowers, who 
often require more capital than previously allowed. 

The law also includes small business exporting provisions from legislation I 
introduced with Chair Landrieu, such as larger SBA export loan limits, expanded 
export technical assistance, and enhanced aid for trade promotion. These initiatives 
have garnered broad, bipartisan support from the Obama Administration, the U.S. 
Chamber of Commerce, and others. 

The Jobs Act also included key initiatives that 1 had worked on with Finance 
Committee Chairman Baucus and Ranking Member Grassley to provide tax relief 
to our nation’s small firms. These included measures like allowing general business 
credits to be carried back five years and taken against the Alternative Minimum 
Tax; another that increased the business expensing limitation to $500,000 for 
equipment - double the amount previously permitted, and bifurcating that amount 
so that up to $250,000 of expenses for real property can be expensed and the 
business can still purchase up to $250,000 of equipment. And the law includes a tax 
provision that former Chair of this Committee - Senator Kerry - and I have long 
championed to allow for the complete exclusion on capital gains attributable to 
small business stock held for five years. 

Regrettably, although the Jobs Act contained many of my priorities, 1 made 
the difficult decision to vote against its passage for several reasons. For instance, the 
Majority “filled” the amendment tree, and prohibited Republicans from offering 
constructive amendments to benefit small businesses further, or to address critical 
problems that we had with eertain provisions in the bill. Additionally, and perhaps 
more seriously, the final iteration of the Act included a controversial Treasury 
Small Business Lending Fund provision. 

I had very serious concerns with the Lending Fund from the outset, and they 
have only been augmented to this day. For instance, I am exceedingly alarmed that 
the Congressional Budget Office (“CBO”) score indicated that - and I quote: 

“Estimates prepared on a ‘fair-value’ basis include the cost of the risk that 

the government has assumed; as a result, they provide a more comprehensive 
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measure of the cost of the financial commitments than estimates done on a 
FCRA [FIC-ra] basis or on a cash basis. CBO estimates that the cost of the 
SBLF (Lending Fund] on such a fair-value basis (that is, reflecting market 
risk) would be $6.2 billion.” 

But Congress included the Lending Fund without fully considering its cost and 
while knowing that it could risk as much as $6.2 billion in taxpayer funds. 

Just last week the Treasury Inspector General’s Office issued a report on the 
implementation of the Lending Fund, which suggests that interest in the program is 
tepid, at best. In fact, according to the report. Treasury now expects to only 
distribute around one-half to two-thirds of the authorized $30 billion. As of April 
18*'', only $9.2 billion of the funds had been requested. Furthermore, a mere 626 
lending institutions, out of approximately 7,000, have applied to participate. Of 
those, a full 43% were Troubled Asset Relief Program (TARP) recipient banks that 
are seeking 64% of the total funds that have been requested. These institutions 
would essentially be paying off one taxpayer-funded credit card - TARP - with 
another, in the form of the Lending Fund, to obtain lower interest rates without 
restrictions like those on executive compensation. And the report revealed that 
TARP recipients are not expected to get much additional capital beyond their 
outstanding TARP investment balances, placing in doubt how much new lending 
will actually take place. So this begs the question. ..Isn’t the Lending Fund proving 
to largely be a TARP refinancing program? 

With such lackluster interest in the initiative, the Administration extended 
the deadline for applications from March 31, 201 1 to May 16, 2011. I fear that by 
extending deadlines, the Treasury may be pushing lenders into the program or too 
readily approve applications for the initiative to bolster its image. 

While I clearly have concerns with the Lending Fund in particular - and I 
hope that we will have a constructive dialogue about its implementation - there are 
numerous provisions in this Act that can help small businesses, and I am very eager 
to hear about whether they are having their desired effect. In the final analysis, we 
must be doing everything in our power to help small businesses get our nation’s 
economy back on track. I am hopeful that the Small Business Jobs Act provides us 
with a solid foundation for a sustained recovery. 

Thank you. Madam Chair. 
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Chair Landrieu. Senator Shaheen. 

OPENING STATEMENT OF HON. JEANNE SHAHEEN, A U.S. 

SENATOR FROM NEW HAMPSHIRE 

Senator Shaheen. Thank you, Chair Landrieu and Ranking 
Member Snowe, for holding the hearing today on the implementa- 
tion of the Small Business Jobs Act. It is fitting that we are doing 
it during small business week. 

The Jobs Act was a very important effort to help small busi- 
nesses that create two thirds of the jobs in this country. We all 
know there is more work to do because too many small businesses 
are still struggling with access to credit. 

I, unfortunately, cannot stay to hear your testimony, but I did 
want to phase two issues that I hope you will address. First of all, 
both Senators Landrieu and Snowe have talked about the export 
provisions in the new legislation. 

In New Hampshire we think those are critical. We have got to 
give small businesses access to international markets to help them 
grow, and I think New Hampshire is one of the 53 states that has 
applied for funding through the State Trade and Export Promotion 
Program. 

So clearly there is a lot of interest. I think the role that SBA can 
play in coordinating the export efforts across the Federal Govern- 
ment will really be critical. 

The second provision that I wanted to call your attention to has 
to do with the 504 refinancing provisions. My understanding is that 
only 20 loans have been approved since the passage of the bill; and 
these are provisions, as we all know, that will be very important 
in giving businesses access to working capital. 

So, anything that can be done to help facilitate those loans will 
be very important. 

Thank you very much for being here. I look forward to reading 
testimony and hope you will give real consideration to moving of 
those two provisions. 

Chair Landrieu. Why do we not go right into the testimony from 
Administrator Marie Johns and then Mr. Don Graves. 

STATEMENT OF HON. MARIE JOHNS, DEPUTY 

ADMINISTRATOR, U.S. SMALL BUSINESS ADMINISTRATION 

Ms. Johns. Thank you. Good morning. Chair Landrieu, Ranking 
Member Snowe and to Senator Shaheen and members of the Com- 
mittee. 

As has been cited a time or two, this is National Small Business 
Week, and it is the week we celebrate and empower small busi- 
nesses that drive our economy, keep America competitive, and im- 
portantly create jobs. 

The SBA is hosting a three-day conference here in Washington, 
DC, where we are honoring small business owners with awards for 
Small Business Champions, Small Business Persons, Chair 
Landrieu, of the Year, and more. These small business owners and 
others like them have gotten a big boost from the Small Business 
Jobs Act. 

Since the passage of the Jobs Act in September 2010, SBA has 
worked hard to implement the many provisions that affected our 
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programs. The Jobs Act affected all of SBA’s largest programs, in- 
cluding our support for access to capital, small business con- 
tracting, counseling and training, and exporting. Some of these pro- 
visions were quick fixes and easy to implement. Others will take 
more time, but rest assured that SBA is working diligently to im- 
plement every provision as soon as possible. 

To begin with, almost immediately, the agency began making 
loans with the temporary increased guarantee and reduced fees au- 
thorized by the Jobs Act. This helped us put $12 billion in loans 
into the hands of small businesses at a time when they needed that 
lending support more than ever. 

Second, the Jobs Act also raised the limits on our loan sizes, 
from $2 million to $5 million. This increased size will help manu- 
facturers, exporters, and other small businesses. For example. 
Great Falls Marketing in Auburn, Maine received approval of a 
$2.6 million loan for purchase of an existing business. They antici- 
pate creating 80 jobs as a result. 

The Jobs Act also contained 19 provisions making it easier for 
small businesses to compete for and win more of the $500 billion 
in federal contracts awarded each year. 

For instance, the law reaffirmed equal treatment or parity across 
federal contracting programs. This meant that, when awarding con- 
tracts that are set-aside for small businesses, contracting officers 
are free to choose among businesses owned by women and service- 
disabled veterans, as well as businesses participating in the 
HUBZone and 8(a) programs. 

And the SBA quickly implemented the repeal of the Competitive- 
ness Demonstration program, which will help small businesses 
compete for contracts in areas such as construction, landscaping 
and pest control. 

Third, the Jobs Act also provided funds for counseling and train- 
ing, which included $50 million in grants for our Small Business 
Development Centers around the country. All of this money is out 
of the door and is going to fund innovative counseling projects in 
areas such as exporting, regional innovation clusters, and support 
for young entrepreneurs and under served communities. 

The fourth and final way the Act is helping small businesses is 
through increased support for exporting. 

The Jobs Act raised the size limits on our International Trade 
and Export Working Capital loans to $5 million and Export Ex- 
press loans to $500,000, and it also made the Export Express pro- 
gram permanent. 

And Chair Landrieu already has cited the great success of Baker 
Sales in Slidell, Louisiana as one of the examples of how these 
tools have been put to use by small companies in creating jobs. 

At the same time, SBA is reviewing and evaluating the first year 
proposals for the State Trade and Export Promotion grants pilot, 
which will fund $30 million to state programs this year to increase 
exporting. 

As we implement provisions of the Jobs Act, we have continu- 
ously sought input from small business owners, lenders, and other 
stakeholders. 

The SBA’s Jobs Act Tour has already visited ten cities, with 
three more planned in the very near future. At each tour stop, top 
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SBA officials are sharing information on how small business own- 
ers can take advantage of the Jobs Act, as well as talking with 
them about what works, what we can build on, and what needs to 
be improved going forward. 

The response to the Jobs Act Tour has been overwhelmingly posi- 
tive. In the surveys conducted after each tour stop, 92 percent of 
the respondents felt that they had a chance to give input to SBA 
on its programs; 94 percent of respondents learned new, valuable 
information about SBA programs; and 95 percent of respondents 
thought they would be able to use the information they learned at 
the event to help their business. We have had over 1900 attendees 
thus far, and we are expecting a total of 2600 by the end of the 
tour. 

I am very pleased to be here today. Thank you for this oppor- 
tunity to discuss the Small Business Jobs Act, and I am happy to 
take your questions. 

[The prepared statement of Ms. Johns follows:] 
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May 19,2011 

Madam Chairwoman, Ranking Member Snowe, and members of this committee, thank you for inviting 
me to testify today. 

As you know, this week is National Small Business Week— a week in which we celebrate and empower 
the small businesses that drive our economy, keep America competitive, and create jobs. 

The SBA is hosting a three-day conference here in Washington, DC, in which we’re honoring small 
business owners with awards for Small Business Champions, Small Business Persons of the Year, and 
more. 

These small business owners and others like them have gotten a big boost from the Small Business Jobs 
Act. 

Since passage of the Jobs Act in September 2010, SBA has worked hard to implement the many 
provisions that affected our programs. The Jobs Act affected all of SBA’s largest program areas, 
including our support for access to capital, small business contracting, counseling and tfainihg, and 
exporting. Some of these provisions were “quick fixes" and easy to implement. Others will take more 
time, but SBA is working diligently to implement every provision as soon as possible. 

To begin with, almost immediately, the agency began making loans with the temporary increased 
guarantee and reduced fees authorized by the Jobs Act. This helped us put $12 billion in loans into the 
hands of small business owners at a time when they needed that lending support more than ever. 

Second, the Jobs Act also raised the limits on our loan sizes, from $2 million to SS million. This 
increased size will help manufacturers, exporters, and other small businesses. For example. Great Falls 
Marketing in Auburn, Maine received approval of a $2.6 million loan for purchase of an existing 
business. They anticipate creating 80 jobs with this loan. 

The Jobs Act also contained 19 provisions to make it easier for small businesses to compete for and win 
more of the $500 billion in federal contracts awarded each year. 

For instance, the law reaffirmed equal treatment - or “parity” - across federal contracting programs. 
This means that, when awarding contracts that are set-aside for small businesses, contracting officers are 
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free to choose among businesses owned by women and service-disabled veterans, as well as businesses 
participating in HUBZone and 8(a) programs. 

And the SBA quickly implemented the repeal of the Competitiveness Demonstration program, which 
will help small businesses compete for contracts in areas such as construction, landscaping and pest 
control. 

Third, the Jobs Act also provided funds for counseling and training, including $50 million for grants to 
our Small Business Development Centers. All of this money is out the door and going to fund 
innovative counseling projects, in areas such as exporting, regional innovation clusters, and support for 
young entrepreneurs and underserved communities. 

The fourth and final way the Act is helping small businesses is through increased support for exporting. 
The Jobs Act raised the size limits on our International Trade and Export Working Capital loans to $5 
million and Export Express loans to $500,000, and it made the Export Express program permanent. One 
company, Baker Sales in Slidell, Louisiana, received a loan of about $3 million, which the owner will 
use to help the company begin exporting to emerging countries like Panama. 

At the same time, SBA is reviewing and evaluating the first year proposals for the State Trade and 
Export Promotion grants pilot, which will fund $30 million to state programs this year to increase 
exporting. 

As we implement provisions of the Jobs Act, we have continuously sought input from small business 
owners, lenders, and other stakeholders. 

SBA’s Jobs Act Tour has already visited ten cities, with three more planned in the coming months. At 
each tour stop, top SBA officials are sharing information on how small business owners can take 
advantage of the Jobs Act, as well as talking with them about what works, what we can build on, and 
what needs to be improved going forward. 

The response to the Jobs Act Tour has been overwhelmingly positive. In the surveys conducted after 
each tour stop, 92% of respondents “felt they had a chance to give input to SBA on its programs,” 94% 
of respondents “learned new, valuable information about SBA programs,” and 95% of respondents 
“thought they’d be able to use the information they learned at the event to help their business”. We have 
had over 1900 attendees thus far, and wc are expecting a total of 2600 by the end of the tour, 

1 am pleased to be here today to discuss our successes around the Small Business Jobs Act, as well as 
challenges that we face as we continue to implement its provisions. I am happy to take your questions. 
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Chair Landrieu. Thank you very much. 

Mr. Graves. 

STATEMENT OF DON GRAVES, DEPUTY ASSISTANT SEC- 
RETARY, SMALL BUSINESS, COMMUNITY DEVELOPMENT, 

AND HOUSING POLICY, U.S. DEPARTMENT OF THE TREAS- 
URY 

Mr. Graves. Good morning, Chair Landrieu, Ranking Member 
Snowe, and other members of the Committee. Thank you for the 
opportunity to be here today along with my colleague, Marie Johns. 

I am grateful for the chance to discuss our efforts to create the 
conditions for small businesses and entrepreneur to thrive, help 
create jobs and grow the economy. 

Small businesses are vital to our economic growth. Small firms 
employ approximately half of all Americans and are responsible for 
two thirds of net job creation. 

This is why supporting the economic conditions in which small 
businesses and entrepreneurs can thrive through improving lend- 
ing conditions, tax incentives, and healthy conditions for invest- 
ment has been and will continue to be a top priority. 

The Administration also recognizes the unique hardships faced 
by small businesses today. Through no fault of their own, these 
businesses have borne much of the burden from the financial crisis. 

In the aftermath of that crisis, small businesses have been faced 
with a cycle of increased customer demand, slower payments on 
their invoices and reduced lines of credit. With no other options, 
many have been forced to downsize and lay off workers. 

To help small businesses recover, grow and create jobs, last Sep- 
tember President Obama signed into law the Small Business Jobs 
Act, the most important comprehensive piece of small business leg- 
islation in over a decade. 

Certainly the both of you in this room were instrumental and 
thank you so much for your work on that. I commend you for that 
work, and we are excited to continue to implement that legislation. 

Since the bill was signed into law. Treasury has been hard at 
work in implementing two of the programs’ crucial small business 
programs that were part of that Small Business Jobs Act. The 
Small Business Lending Fund and the State Small Business Credit 
Initiative to help small businesses access affordable credit in order 
to expand and create jobs. 

The Jobs Act also contained eight small business tax cuts, part 
of 17 small business tax cuts the President has signed into law, 
that provide additional tax relief to help small businesses invest 
and create jobs. 

At the Treasury, I oversee the State Small Business Credit Ini- 
tiative and the Small Business Lending Fund. The State Small 
Business Credit Initiative is a $1 and a half billion program de- 
signed to support lending for small businesses by strengthening 
state-based capital access programs, loan guarantee and loan par- 
ticipation programs, state-sponsored venture capital programs, and 
other innovative state small business initiatives. 

As a result of the financial crisis and state budget shortfalls, 
many of these programs have been cut back at the very moment 
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they are needed the most. The SSBCI, or the State Small Business 
Credit Initiative, was intended to help reverse that trend. 

I am pleased to say that as a result of the good work of my 
Treasury colleagues, 48 states, the District of Columbia, and all 
five territories have notified Treasury that they intend to partici- 
pate in the State Small Business Credit Initiative. 

We have already received 13 applications from states thus far re- 
questing funds that would collectively leverage over $3.2 billion in 
lending to small businesses. 

Treasury has approved allocations to North Carolina for $46 mil- 
lion and California for $169 million; and their programs have al- 
ready utilized the funds to increase lending to small businesses in 
those states. Allocations for Vermont and Missouri have also been 
approved, and Missouri reports that applications to its State Small 
Business Credit Initiative program, a state-run venture capital 
fund, has already totaled more than $50 million, exceeding the 
fund’s planned initial capacity. Additional approvals for Hawaii 
and Indiana were announced earlier this week. 

The second program that I oversee is the Small Business Lend- 
ing Fund which encourages lending to small businesses by pro- 
viding capital to qualified financial institutions with assets under 
$10 billion. 

The program works by providing capital to participating commu- 
nity banks through Treasury purchases of preferred stock or debt 
instruments from each bank. 

Since banks leverage their capital, the Small Business Lending 
Fund will help increase lending to small businesses in an amount 
that is multiples of the total capital provided to participating banks 
helping small businesses to expand and create new jobs. 

The dividend or interest rate banks pay to Treasury on Small 
Business Lending Fund funding helps incent them to lend to quali- 
fied small businesses in need of financing. 

Under the Jobs Act the rate will be reduced as a bank increases 
its lending to small business insuring that the benefits of this pro- 
gram only go to banks that use capital to extend additional credit. 

I am pleased to report that as of this week we have received 702 
applications and total requests for $10.1 billion in funding. We ex- 
pect to complete our initial application reviews in the next few 
weeks and hope to complete initial fundings of those institutions in 
June. 

We believe that the Small Business Lending Fund will have a 
meaningful impact toward increasing small business lending across 
the country which in turn will help create jobs and grow the econ- 
omy. 

We are also looking ahead to identifying and addressing chal- 
lenges facing small business that will be important to overcome to 
build a more competitive economy over the long term. 

In March Treasury co-hosted a conference convening policy- 
makers, business leaders, entrepreneurs, and academics to draw 
additional attention to the evolving challenges facing startups and 
small companies, identifying opportunities to reduce barriers to 
their success and find new ways for the private sector and public 
sector to work together to help them access the capital they need 
to succeed. 
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With that, let me thank you again for the opportunity to he here 
today and reiterate how appreciative I am of this Committee’s work 
and the commitment to America’s small business. 

I am happy to answer any question you may have. 

[The prepared statement of Mr. Graves follows:] 
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Statement of Treasury Deputy Assistant Secretary Don Graves 
Small Business and Entrepreneurship Committee 
United States Senate 
May 19,2011 


Chairwoman Landrieu, Ranking Member Snowe, Members of the Committee, I appreciate the 
opportunity to discuss Treasury’s efforts to help America’s small businesses and encourage job 
creation. 

The Administration is committed to supporting small businesses and to creating the conditions in 
which entrepreneurs can thrive in our economy. President Obama recognizes that small 
businesses have been, and will continue to be, a vital engine of job creation and innovation in our 
economy, and that the country depends on the health and vibrancy of our small business sector to 
fuel our economic growth. 

The Administration also recognizes the unique hardships faced by small businesses today: 
through no fault of their own, these businesses have borne much of the burden from the financial 
crisis. This is fundamentally unfair. As Secretary Geithner has said, “much of the damage [from 
the recession] has fallen on ordinary Americans and small business owners who were careful and 
responsible.” A crisis that began on Wall Street quickly spread to Main Street. And, in the 
aftermath of the financial crisis, small businesses were faced with a cycle of decreased customer 
demand, slower payments on their invoices, reduced lines of credit, and, with no other options, 
were forced to downsize and lay off workers. 

That is why, on September 27 of last year. President Obama signed into law the Small Business 
Jobs Act (the “Jobs Act”), the most important and comprehensive piece of small business 
legislation in over a decade. Many of you in this room were instrumental in that effort and I 
commend and thank you for your work. 

At the bill signing, the President spelled out, in simple terms, the idea that guided the 
Administration’s approach to helping small businesses recover from the financial crisis: 

“Government can't guarantee success,” he said, “but it can knock down barriers to success, like 
the lack of affordable credit. Government can't create jobs to replace the millions that we lost in 
the recession, but it can create the conditions for small businesses to hire more people, through 
steps like tax breaks.” 

Since the bill was signed into law, we have been working hard to put this concept into action. 
Pursuant to the Jobs Act, Treasury has implemented two crucial small business programs - the 
Small Business Lending Fund (SBLF) and the State Small Business Credit Initiative (SSBCI) - 
to help small businesses access affordable credit in order to expand and create jobs. 

The Jobs Act also contained eight small business tax cuts - part of 1 7 small business tax cuts the 
President has signed into law - that provide tax relief to help small businesses invest in their 
firms and create jobs. Among other things, these tax provisions increased the amount of gain 
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from qualified small business stock that may be excluded from tax, extended to five years the 
carryback period for general business credits, increased the amount of investments that may be 
immediately written off, extended bonus depreciation for new' investments, increased the amount 
of the deduction allowfed for start-up expenditures, and provided a deduction for health insurance 
costs in computing self-employment taxes. 


Small Businesses are Critical to Continued Job Creation 


Recent economic news has been promising. The economy added 244,000 jobs last month. The 
private sector has created 2.1 million jobs in the last 14 months, with an average of 214,000 
private sector jobs created per month so far in 2011. Despite high energy prices and disruptions 
from the disaster in Japan, these last three months of private job gains have been the strongest in 
five years. 

The health of our Nation’s small businesses is vital to a sustained recovery. Not only are small 
businesses the engines of economic growth, small businesses also contribute disproportionately 
to job creation. According to the Federal Reserve Board, small businesses employ 
approximately half of all Americans and account for roughly two out of three net jobs created. 
While we still have a long way to go, as the President has said, there are encouraging signs that 
Main Street small businesses are seeing signs of recovery. According to one recent survey, 35 
percent of small business owners are planning to hire more workers in the next six months and 
37 percent expect their businesses to grow. 

Yet, despite these signs of hope, we still have a great deal of work ahead of us. The most recent 
data available show that the smaller the firm, the slower the recovery in terms of employment. 
Moreover, the April National Federation of Independent Business survey shows that small 
business confidence, while improving, remains below historical levels. Although a variety of 
challenges face these firms, difficulty accessing credit, restrictive credit terms, and even the 
perception that their requests to borrow funds will be denied continue to constrain small business 
expansion. 

The Administration is committed to building on the work that has already been done to help 
small businesses fully recover and return to their traditional role as engines of job growth in our 
economy. It is our hope and belief that the various components of the Jobs Act - tax cuts, 
enhancements to existing SBA programs, the SSBCl and the SBLF - will further that goal. 


The Administration ’s Efforts to Support Small Businesses 

When President Obama took office, the economy was in freefall and the credit crisis had already 
taken a severe toll on our nation’s small businesses. Credit markets were frozen, bank lending 
for smaller firms had all but dried up, sales had decreased significantly and, as a result, many 
small businesses had been forced to lay off workers. 


2 



28 


EMBARGOED UNTIL DELIVERY 


In response, the Administration has put forward a comprehensive agenda to improve economic 
conditions for America’s small businesses. In partnership with Congress, we took action to help 
ensure that small businesses could access credit. Working with Congress, we helped pass 
numerous tax cuts that, among other things, allow small businesses to immediately write off 
more of their investments, carry back their net operating losses five years, use bonus depreciation 
to accelerate the rate at wliich they can deduct the cost of capital expenditures, and take 
advantage of a new tax credit for businesses that hire and retain workers that were previously 
unemployed. The Administration also took action through the SBA to address the severe decline 
in lending, which my colleague, Marie Johns, will discuss in more detail. 

The Administration is also focused on fostering a dramatic increase in the prevalence and 
success of entrepreneurs, which also play a critical role in creating new jobs. In January of this 
year, the Administration launched its Start Up America initiative to promote partnerships and 
policies that will benefit America’s entrepreneurs and start-up companies. Start Up America will 
foster a range of public-private initiatives designed to expand access to capital for high-growth 
startups throughout the country, identify and remove unnecessary barriers to high-growth 
startups and expand collaborations between large companies and startups. 

In Match, Treasury' co-hosted a conference called “Access to Capital: Fostering Growth and 
innovation for Small Companies” to draw additional attention to the evolving challenges facing 
start-ups and high-growth companies, identify opportunities to reduce barriers to their success, 
and find new ways for the private sector and public sector to work together to help them access 
the capital they need to succeed. The conference convened policymakers, business leaders, 
entrepreneurs, and academics to ask questions and discuss ideas, such as the Administration’s 
proposal to permanently eliminate the capital gains tax on small business stock, and provided an 
opportunity to have a fulsome discussion around challenges facing small businesses that will be 
important to overcome to build a more competitive economy over the long term. 


The Small Business Lending Fund 

At the Treasury Department, I oversee the SBLF and the SSBCI, both of which were enacted 
into law as part of the .Jobs Act, and are designed to help small businesses access capital to grow 
and create jobs. 

The SBLF is a fund that encourages lending to small businesses by providing capital to qualified 
financial institutions with assets of less than $10 billion. The program works by providing 
capital to participating financial institutions through Treasury purchases of preferred stock or 
debt instruments from each bank. Since banks leverage their capital, the SBLF will help increase 
lending to small businesses in an amount that is multiples of the total capital provided to 
participating banks, helping small businesses to expand and create new jobs. 

The dividend or interest rate banks pay to Treasury on SBLF funding helps incent them to lend 
to qualified small businesses in need of financing. Under the Jobs Act, the rate will be reduced 
as a bank increases its lending to smali businesses. The initial rate will be, at most, 5 percent, 
but if a bank’s small business lending increases by 10 percent or more, then the rate will fall to as 
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low as 1 percent. The Jobs Act provides that banks that increase their lending by amounts less 
than 10 percent can benefit from rates set between 2 percent and 4 percent. The Jobs Act 
therefore establishes a clear metric for measuring changes in lending after financial institutions 
come into the SELF. Further, it ensures that the benefits of the program only go to those banks 
that use capital to extend additional credit. 

If lending does not increase in the first two years, however, the rate will move up to 7 percent. 
For those banks that have increased small business lending, their lowered rate will remain locked 
in for the following two and a half years. After 4.5 years in total, the rate will increase to 9 
percent if the bank has not already repaid the SELF funding. 

To date, SELF has received 702 applications and total requests for $10.1 billion in funding. To 
ensure taxpayer dollars are properly safeguarded, we have been consulting with each applicant’s 
federal banking regulator and conducting detailed financial assessments of each applicant to 
assess its likelihood of repayment. Treasury also considers the views of the relevant state 
banking regulators. To participate, the bank’s federal regulator must validate its viability. The 
SELF also has been implemented with strong oversight and accountability. In addition to 
requiring a small business lending plan from participating institutions and regular reports on the 
impact of SELF capital, the SELF itself is subject to robust oversight from the Treasury 
Inspector General and the Government Accountability Office. 

We expect to complete our initial set of reviews in the next few weeks and we hope to complete 
initial fundings in June. 


The State Small Business Credit Initiative 


The SSBCI was funded with $1.5 billion to strengthen state programs that support lending to 
small businesses and small manufacturers. Because of the recession and ensuing state budget 
shortfalls, many small business programs at the state level have been scaled back, which, in turn, 
has posed further challenges to small businesses. The SSBCI was created to reverse this trend. 

Because the SSBCI application requires states to show that $10 in new private lending can be 
leveraged for every new federal dollar, the SSBCI is expected to help leverage $15 billion in new 
lending to small businesses. Participating states will use the federal funds for programs to help 
finance small businesses and manufacturers that are creditworthy, but are not getting the loans or 
investments they need to expand and create jobs. 

The SSBCI also allows states to build on successful models for state small business programs, 
such as collateral support programs. Capital Access Programs (CAPs), loan guarantee programs, 
loan participation programs and state-sponsored venture capital programs. Both existing and 
new state programs are eligible for support under the SSBCI. 


The SSBCI is open to any state of the United States, the District of Columbia, and any U.S. 
Territory that establishes a new, or has an existing, capital access or credit support program that 
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meets the eligibility requirements in the Jobs Act. In certain circumstances, municipalities may 
have an opportunity to apply directly to the Treasury Department for SSBCI funding. 

Forty eight states, the District of Columbia, and all five territories have notified Treasury that 
they intend to participate in the SSBCI. We have already received 13 applications fi-om states 
thus far requesting funds that would collectively leverage over $3.2 billion. Treasury has already 
approved allocations to North Carolina ($46 million) and California ($169 million); their 
programs have already utilized the funds to increase lending to small businesses in those states. 
Vermont ($13 million), and Missouri ($27 million) allocations have also been approved, and 
Missouri reports that applications to its SSBCI-approved state run venture capital fund total more 
than $50 million, exceeding the fund’s planned initial capacity. Additional approvals for Hawaii 
($13 million) and Indiana ($34 million) were aimounced this week. 


Lookina Forward 

We believe, as do many of you, that the small business sector is an engine of job growth, 
innovation, and opportunity. Helping small businesses recover has been a priority for this 
Administration. We will continue, as the President said, to strive to create the conditions for 
America’s small businesses to grow, hire, and thrive. 

Thank you again for the opportunity to appear before this Committee today. I’ll be happy to take 
your questions. 


5 
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Don Graves, Deputy Assistant Secretary for Small Business, Community Development, and 

Housing Policy 

U.S. Department of Treasury 

Mr. Graves currently serves as Deputy Assistant Secretary for Small Business, Community 
Development, and Housing Policy at the U.S. Department of the Treasury. In this role, Mr, 
Graves manages a portfolio of policy issues including business and small business finance and 
development, housing finance, community and economic development, capital access, job 
creation and issues related to underserved communities. In addition, Mr. Graves oversees the 
newly created Small Business Lending Fund and State Small Business Credit Initiative. 
Previously, he served as a partner with Graves, Horton, Askew & Johns, LLC. He is the former 
Director of Public Policy for the Business Roundtable, and was previously a Policy Advisor for 
the U.S. Department of the Treasury’s Office of Domestic Finance. 

Mr. Graves holds degrees of Bachelor of Arts in Political Science and History from Williams 
College and Juris Doctor from the Georgetown University Law Center where he received the 
Dean’s Award. He served as volunteer Chief Executive Officer of Progress Through Business, a 
national nonprofit focused on economic development, supporting lower-income employees and 
sustainability. He also served on the Board of Trustees of the Community Reinvestment Fund 
and Board of Directors of the Center on Business and Poverty, as well as the Advisory Boards of 
Wall Street Without Walls and the Greater Washington Board of Trade’s Small Business 
Network. 
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Chair Landrieu. Thank you very much, and we will have a first 
round of questions by the members. We have been joined by Sen- 
ator Cardin from Maryland. We appreciate him being with us this 
morning. 

Before I get into the questions, I want to submit a couple of 
things for the record that I found quite encouraging. 

One is a document that I received about a couple of weeks ago 
from the Vistage CEO Confidence Index first quarter report. It is 
the largest survey of CEOs in our country. Vistage is a for-profit 
company that has operated for many, many years. They polled 
their members that represent businesses from $5 million to 50 mil- 
lion. Some are a little smaller. Some are larger but that is their 
average member basically. 

The wonderful outcome is that 65 percent of these CEOs stated 
that compared to a year ago overall economic conditions in the U.S. 
from their perspective have improved. 54 percent of the CEOs ex- 
pect their firms’ total number of employees will increase during the 
next 12 months. 47 percent said the best way the government can 
help create jobs is to expand access to capital, and 76 percent an- 
ticipated their firm’s sales revenues will increase. 

So, I wanted to submit that to the record. I think that is one 
piece of evidence that suggests we are moving in the right direction 
although we have many challenges ahead. 

[The documentation follows:] 
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Vistage Confidence Index Data 


Index Components 



Vistage 

Current 

Expected 

Expected 

Planned 

Expected 

Expected 


Confidence 

Economic 

Economic 

Change 

Fixed 

Revenue 

Profit 


Index 

Conditions 

Conditions 

Emolovment 

Investment 

Growth 

Growth 

2003 Q2 

100.0 

103 

162 

141 

132 

168 

155 

2003 Q3 

108.7 

138 

166 

149 

143 

177 

163 

2003 Q4 

115.6 

167 

179 

157 

145 

179 

168 

2004 Q1 

113.9 

170 

167 

156 

144 

179 

165 

2004 Q2 

111.9 

171 

150 

154 

148 

177 

163 

2004 Q3 

110.4 

159 

147 

153 

148 

179 

165 

2004 Q4 

111.8 

160 

151 

159 

149 

179 

165 

2005 Q1 

109.8 

158 

144 

158 

145 

179 

161 

2005 Q2 

103.1 

136 

126 

153 

142 

173 

158 

2005 Q3 

96.9 

124 

91 

154 

139 

172 

154 

2005 Q4 

99.2 

115 

108 

156 

139 

177 

159 

2006 Q1 

104.2 

134 

122 

159 

144 

178 

160 

2006 Q2 

97.8 

125 

101 

152 

141 

171 

152 

2006 Q3 

89.3 

94 

84 

149 

131 

167 

144 

2006 Q4 

93.0 

114 

96 

148 

128 

166 

149 

2007 Q1 

95.4 

113 

106 

151 

135 

167 

149 

2007 Q2 

90.5 

97 

94 

148 

132 

163 

145 

2007 Q3 

81.4 

63 

73 

143 

123 

158 

141 

2007 Q4 

76.0 

44 

59 

140 

118 

155 

138 

2008 Q1 

72.0 

28 

65 

134 

113 

150 

130 

2008 Q2 

69.6 

21 

78 

127 

111 

142 

120 

2008 Q3 

72.4 

28 

92 

128 

108 

142 

125 

2008 Q4 

48.7 

3 

50 

95 

74 

101 

96 

2009 Q1 

60.6 

9 

116 

103 

85 

107 

102 

2009 Q2 

69.0 

28 

118 

111 

95 

126 

116 

2009 Q3 

84.9 

82 

138 

123 

110 

143 

135 

2009 Q4 

87.9 

97 

134 

128 

115 

146 

137 

2010 Q1 

93.7 

132 

138 

132 

118 

152 

135 

201 0Q2 

94.4 

137 

121 

135 

123 

158 

139 

2010 Q3 

95.1 

127 

128 

136 

126 

160 

142 

201 0Q4 

106.3 

151 

154 

148 

136 

172 

154 

2011 Q1 

105.2 

158 

143 

148 

140 

171 

146 


NOTE: All component questions are scored as the percent giving favorable replies minus the 
percent unfavorable plus 100. The Vistage Confidence Index is the sum of the components 
calculated as a percentage of the level recorded in 2nd quarter 2003 survey. 
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Q1 2011 




Vistage CEO Confidence index Highlights 


w' r^KwatscJ ?o^0 is tretasiliof cc^ftffik-so 
w ^ >w IK i« <1 ieut^u>j9ra.i^cci 


VISTAGE 

CEO Confidence Index 

Largest Survey of CEOs Since 2003 


Two-thirds of ail CEOs surveyed believe the economy h^ improved 
during the past year and half expect further gains during the year 
ahead. The Vistage Confidence Index was 105.2 in the 1st quarter of 
2011 —barely below 106.3 recorded in the prior quarter but well above 
the 93.7 in last year's 1st quarter survey. Overall CEO confidence t^s 
more than doubled since the recession low of 48.7 two yea^ ago. 
Compared with recent trends, there was very iitWe charge in any of the 
components, The small declines reflect a persistent uncertainty about 
the impact of federal and state tax policies on the economy, events . 
overseas, and the profitability of their firms. Owrali, tfie n^rity of CEOs 
expect economic growth to continue uninterrupted. 


Dr. Richard Curtin, Director of Surveys and Consumers at the University, 
of Michigan. Ann Arbor, and Vistage consultait for the Confidencelndex 
notes. “Current economic conditions had improved accordfrig to:.^%.of 
alt CEOs in the 1st quarter, up from 48% one year ago and just 2% . two . 
years ago. Only'5% thought that the econorry had vrorsertedv^: v. / 
the lowest percentage in six years.” 


Vistage CEO Confidence Index Compared 
to 


CoRltdence 


Compared with a year ago, have overall economic 
conditions in ^ U.S. improved, remained tive same, 
or woir^ned? 


improveo 


About the same 


Worsened 


Don’t know/No opinion 


During the next 12 months, do you expect the overall 
economic conditions in the U.S. will be better, about tite 
same, or worse tiian now? 


About the same 


Worse 


Don’t Know/No opinion 
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Investment expenditures tikety to i the s 
6 same, or decease during ttie r 

. I Decrease 

. I Don't knovv/No opinion 


4. Do you anticipate that y 
increase, remain abotit^ 
next 12 months? 


About the same 


Don’t know/No opinion 


kr^ypve 

About the same 

Woreen ■ 

Don't fmow/Mo opinion 


5. Do you cxnet. t your firm s pfoft ta Wttty to ii 
remain about the same, or Morsan durlhg 
next 12 months? 


6. Do you expect prices 
increase, remain abou 
next 12 months? 


'during llw 


1 About the same 


Don’t know/No opinion 


IrtCresge 

About the same 

■Decrease , - 
Don’t know/No opinion 


7, Do you expect your firm’s total number of employees 
will in^ease, remain about the same, or decrease ... . 
dunng toe next 12 months? 


Q22011 
Q3 2011 

Steadily throughout the next 

12 months 

I do not plan to incnsas© my 
total number of employees 


increase your firm's total number 
le next 12 months? 


Rising costs ] 

Rising healthcare costs 76 

Staffing.^finding, hinng, . ' .249 . : 

retaining, and training) . . : : ■ ■ 

Growth (growing too slowly) | 218 
Growto (growing too quickly) ^ .. 79: ..; 

Financial issues (finance, cash | 231 
flow. profit€i>ifity) j 

Economic uncertainty (concern 499 
for locai and national economy,. 
budget deficit, housing market) 

Political uncertainty 97 

____ __ __ 


What is the most slgnifTcant business issue that you are 
facing Gurrsnity? 
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Viott'qt’ CEO Co'ihd»’i • p It fl*’x 01 ^ ’ 


Cot 

Unitt. d 







C^.iiquidity, receivables 

344 

16% 


‘ 10. What iS the biggest challenge your bushiess is specifically 

1 facing now? (check alt ttiat apply) 

Paying loans and/or accessing 
credit 

167 

8% 



Custcxner retention and/or 
lead gerwration 

517 

24% 



Cutting Staff 

39 

2% 



Managing costs 

- 517 

24% 



My business is not facing any 
extraordinary challenges 

298 

14% 



Skipped 

'31 

1% 



Other 

230 

11% 








Be good for your business . 

120 

7% 



11. Do you expect tiie Healthcare Reform Bill (The 

Reconciliation Act of 2010) to: 

Be bad for your business 

1.069 

62''" 



Make no difference in your 
business 

389 

1. 

23% 


I , 

No opinion 

150 

9% 


j 






Yes 

390. 

23% 



12. Are you finding it easier to obtain credit for your 
business now than you did six months ago? 

No 

591 

34% 



Not applicable 

743 

43% ■ 




Skipped 

4 

0% 








13. Are the Federal Reswe’s current monetary policies: 

Increasing your corifidence in; .. 
the US economy-, ' • 

■ 1 : 76 :'- 

710% . 




Decreasing your confidence in 
the US economy 

629 

36% 




Neither increasing .rtpr. ..x 
decreasing your cohftd^ce'iri;':: 
theUSecohomy.. \ 






Not sure 

216 

13% 




Slipped 


0% 









Lowering the deficit :; 

7 '91:2' ■ 




14. What ^KHiid be the top priority for the Congress? 

Turmoil in the Middle East 

26 

2% 




Jobcreation 

387 . 

' ■22%.V' 




Immigration reform 

21 

1% 




Tax policy 

185 

■ 11 % 7 - 




Free Trade 

14 

1% 




Reduction of Federal 
regulations 

175 

10% 


! 

Stopped 

8 

0% 








Easy to find qualified talent 

444 

26% 



1 5. How difficult it to find people with the right skills to drive 
your business growth? 

Difficult to find qualified taient 

1,058 

61% 



Meet int^iewees lack the 
required skills 

205 

12%. 




Skipped 

22 
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16 The best way the g< 
IS to: 


Expand access to capital 


feterest- rates 


Pass the free trade 
- agreements to help businesses 
expand frieir exports 


Not Af^licable 


1 9. Are the issues of rising oil and g^e 
uncertainty in the Middle East Midi 
expansion plans on hold? 


Skipped 


I dcmt pl®^ to ^pand 
internatton^ in 2011 


Skipped 


nd< 


20. Do plan to turn part-tinte staff into fulhtime 
emi^oyeas? 


21. Are state and local budget cuts 


i22. In 2011^ what are your intfltfnationai development plans? ! invest in and grow in the 411 22% 

;; '.c.;v':tGheek ail drat appl^.' ■ m^etsysu'veaiready 


[entered- -- , 

Invest in and stal-up initiatives 304 1 6% 

in new markets 


1 . 134 ', 61 % 

I 13 1^ 


VISTAGE 
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Chair Landrieu. The second is a document about the unemploy- 
ment rate because I think that it is important for us to really un- 
derstand the facets of the unemployment rate which we do not al- 
ways by just talking about the averages. But the rate for individ- 
uals 25 years or older is only 7.6 percent. It is higher than we 
would like but it is 7.6 percent. 

Interestingly, the unemployment rate for workers with a college 
or graduate degree is only 4.5 percent in our country today. Unem- 
ployment rates for high school is 9.7, and with some college or an 
associate degree, it is 7.5. But unemployment rates for workers 
with less than a high school diploma is 14.6 percent. 

So, while this Committee can lower the unemployment rate by 
the work that we do, passing laws and new programs and policies 
to help get small businesses up and operating, some of these chal- 
lenges are structural in terms of how this country is either inter- 
estingly or not, wisely investing in the workforce to provide them 
the skills they need to create jobs. 

While I will, as Chair of this Committee, take a good bit of re- 
sponsibility to end this recession, I would suggest that the Commit- 
tees of Health and Welfare and Education have a similar challenge 
in bringing these numbers down. 

And, I think that the Administration understands that and it is 
why they have a broad array of programs to end this recession, not 
just small business bills but we are doing our part. 

[The documentation follows:] 
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Vistago (.JEO. Conridence index 
2009-2010. 


Wirtane Confidonc? l.-i. ' ' 


.VI STAGE' 

CIO Confidence. Index 

Largest Survey of CEOs Since 2003 

t V L ^ 'H'l II J;)nce index provides an ins«te look at Vistage 
c ■), lu 'Of re ip ?hB economy and ther busin^ses. In the 
^iv'o \t.O m'rCEOrnembsrsvoieedthehi^estfev^of 
I . ' 'cf fvt.jre of the nationat economy in. tfree years. They 

.oqilt new. » uiAxners and create new prcxjucts white reducing 
f v' t <• rq p od) ctivrtv- and have qserated amid incre^ed 
( ii Lei t iHtv ref iuced credit avai^ifty, axi strong headwinds, 
m liltin'- andldxe'' Despite these conc^ns,. our ni^tere. 

I tmprppi uri3l r^nviiunment fcr new busine^-creation in 

a iightD nx ro likely to strengthen f38%) th^ weai^n 

I I n 5 the next thrf'p to five yearn. 


i.jt‘ Rtcharct Curan. Director of Surveys of ConsumeiB at the University of 
iVt higm ArtnAibc’r ^rci aV!=itageGonsuitantfCfftheCcs?f!cfencelndejCi 
not6s. . ’‘'!he relationstiip between the confid^ce index and- GDP is qorter 
goodi it tet ecasts changes sn GDP two quarters^ ^atxte. The cteta . 
clearly weakened pnor to the economic downUirn and impixsved pxior to 
tha end of the recession, showing every indteatian that it wi be a n^st. 
predictorofchanges in the economy.” 


Vistage CEO Confidence Index compared to 
Year to Year Changes to GDP 


y*'^. .. 


V 

? 

- -A 

W- 



- 


i 

i 1. Compared with a year ago, have overafl economic conditions i improved 

I in the U.S. improved, remained the same, or worsened? t About the same j 

; Wexsened 

i ! Don’t know/No opinion 

902 [ 48% j. 

669 I h% j I 

^ 294 ! 16% I ! 

4 ' j ! 

: 2. During the next 12 months, do you expect the overaii i Better 

I econon)ic conditions in the U.S. will he better, about the same, : About ^hr- s i't-'i-'* 

; or worse than now? ' « ~ 

i i Worse 

i ; Don't know/No opinion 

918 49% 

■ 722 i 39% ^ ' 

' ?0o 11% 

25 1 ^ 
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CEO Canfidence^ Index Ql 2010 ; Dates 3/22*4^ \ RespcnaGPi-i : Nat on^jf RvSU'U, ...Coni’/nuetf 


3. Are your fimi’s total fixed investmentexp^iditanBsJtety to 
increase, remain about the same, or itorfi^ toe next 

12 months? 

1 fncre^e.: .: . . ^ . 
i ADOut ttie same 

! Don’t know/No opinion 

i 639 

[ 302 

i 11 

49 % 

,? 6 % 

1 % 

4. Do you anticipate that your firm’s sales revi^nues «(% inae^e. 

TJnae^.:::. : . . 

M90 

r 1 ' 

remain about the same, or decrease for the ;r 

! About toe same 


, 24 % 


r Decrease 


400 


! Don't know, 'No opinion 


' - 

5. Do you expect your firm's ^ofitabrtrty to improve,^ i^mairt - 

i Improve 

”977 

■'1152% ' 

about the same, or worsen i^unng toe next 12 months? 

i ^oout toe same 

570 ' 

J1 a 


i.Worow 

■309- 

1' 


i Don't know/No opinion 

1 : 

!% 

&. Do you expect prices for your product or service to increase, 

jlncre^- 

'■■■626^) 

726*7 

remain about the same, or decrease during the next 12 months? 

1 About the same 

1 ,088 

58% 


1 Decrease . 

239 

13% 


! Cton’t k!X)w/No opinion 

15 

1% 

7. Do ycKi expect your firm's total number of employees will 

! Increase 


44%"' ' 

increase, remain about the same, or decrease during the next 


828 

■44% 

12 months? 

i Decrease 

2'l3 



j Doi't know/No opinion 

. 5 

. 0 %.. 

8. Wien do you plan to increase your firm's total number of 

! Q2 2010 

251 

sISia 

employees over the next 12 months? 

103 2010 

21 S' 

■1,3%. 


j Q4 2010 




Steadily throughout the next . 

^08 

22% 


12 months 




I i do not plan to increase my 

8-19 

-5% 


j total number of employees 







9. What is the most significant business issue toat you are 

l Rising energy costs 


:K5;ti9; 

facing currently? 

; Grovidh {grovwng too quickiy) . 

6v3 

S'- 

■ 

' Rising healthcare costs 


S/RSft/ 


Political uncertainty 

13/ 

.. 7% 


I Staffing (finding, hinng 

164 

99i> 


i raining, and trainir^) 




i Growth (growing too slowly) . 

. 

258 

14% 


i Ecxinomic uncertainty 

646 

55% 


I (corrcem for local and nation) 




i Other 

1 53 



i Financial issues (finafice, cash 

332 

58% 


! fiow.. profitability) 
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IQ. What isttif bsggesl challenge yovi business is sijRci(r:;itly 
racing now? (check ail that apply) 


How are you adaphng to the new iHisin^s lan^^pei 
the "new normal"? 


"new” 

I cistom^aid thesr 
1 changing Vcrfues 
I Dw^ifying my products and 


i Lowering fny pnces . 

: Ctoing more business online 
1 Doing mwe business 
Ijnternatonatty 
I Skipped 
I Other 


Vistage CEO Confidence Index Qt IKHO 1 Dates 3^-4^ [ t,869 Rcspcndsi 


-;i Pav^:!c»is-and/or acc-'-ooi'-'ci 
* 

J^M^aging G)sts 

recea'ables 
i Customs fetation and/or 
. i l^_d operation 
i Cutting staff • • 

I My busness is not facing any 
-I extraordinary challenges 
'[:9<ipped 
r i Other 


_ _ _ / ^ . 




12. tn ^0, are you outsourcing to contractof^end/or using 


snj _» 

1 temp agencies more than you did in 2009? 

. j_No 

1,257. L ■■67% i 


i No. opinion : . .. . 

92 \ 5% 


...(Skipped 

-2 ■ ' : 


! 13; Has your business directly benefitted from ai|r^ovemment 

1 stimulus funds? 

1 Yes 
i No 

” 166 
' i 640 

9% ^ 


* Yes. and t have created joos 

1 with the fimds 


'a%’ " 


, Not sfipitcable 

32"! 

2% i 


[Skipp^ 


0%' 


14; Do you believe national heatthcare legislation is: 
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VssUge CEC Confidence Index Q1 2010 : Oates 3i'22-^ i ;t,869RBSponde''!G Na! 


.Ccntinusd 


15 . Dd<^OU beheve Washington is hstening to the needs of the 
somA lofnedium-sized business owners? 


No 

No opinion 
Sopped 


' iAiatiabitty of credit 

-ftlfllwsl cwwwnT (cfn0l( app^ i Business tax policy 

, i- , [j-^^KJae ie^*ation 

^ ' , Trade Pokiv 

^ , ' (^'rernment Isolations that 

,, , ■ I inteife revwttt r% business 

v ! Skipped 

, , 

1 Other 


17. Are you finding it easier to obtain credit (i«r yuor biiMnoss 
oow than you did six months ago? 


No 

-^f^'SpphcaWe 

Skipped 


18. Is yotir company doing business internationally? 


■ 

I No 

I out ' f«an to m the next l ! 
\ Not applicable 


1 19. H you responded yes to questtpftiS, where are you dokig I Cfiina 
; business internationally? (check ^Nliat apply) ^ ^ ^ 

' ' ' ' • . ■ , 3f^ipp^ 


20 Do you believe tiiat 3~5 years from now entrepreneurship 
and business opportunities in the United States will be stronger 
than, weaker than or the same as they are today? 


Stronger . 
Weaker 

No cpinion 
'Skipper:.;; 
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;2l^As CEO of your company, arc yi u h iving to do more 
iil) less? 


»red yes to queshon 22, tn what ways are you 
ire with less? (check alt that apply) 



.. j..Fe«fer.employees- 
. 1 Tighter With budgets 

: Lower customer spending 

i J Other 


10 i 1^^ 


24. K you answered yes to question 22, which are you 
leveraging more? (c^eck aH that seppi^) 


i Bmployee productivity 
. j int^nationat opoortunities 

, (including use of soci^ med’a? 
Lower customer spending 

Government funds or 

■ 

Other 


.224 . r . 6% 


369. j . . 11%.. 
460 j h% ' 


'45 ■■■■ ■■■.■■■ 1%i' ' 





VI STAGE*' 

better leaders - decisions results 
THE WORLD’S LEADING CHIEF FXVr u n .Tfc jRC/NIZft r 
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Vistage Confidence Index and Vistage ErrploymentExpectationsIndex 

Year-to-YearChangesIn GDP and Year-to-Year Changes In Employment 




Trends in the Vistage Confidence Index show a close correspondence with year-to-year changes in real 
GDP published by the U. S. Bureau of Economic Analysis — see the chart on the left. The Confidence 
Index has about a six month lead and indicate a high level of economic growth in 201 1 . 

T rends in the Vistage Index of Employment Expectations has shown a close correspondence with year-to- 
year changes in total employment, published by the Bureau of Labor Statistics — see the chart on the right. 
The Employment Expectations Index has a six-nine month lead on actual changes in the employment 
series and indicates an accelerating pace of growth through 2011. 
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Chair Landrieu. Let me start with a question to you, Mr. 
Graves, because as a strong supporter of the Small Business Lend- 
ing Fund, which is a new and innovative approach, 700 banks have 
applied. Now, that is less than about 20 percent of those that are 
eligible. 

As you know, I intended for all of the community banks to be eli- 
gible but we have run into some difficulty there because of some 
restrictions in parts of law. 

However about 3700 C Corporation community banks are eligi- 
ble, yet only 20 percent have applied for funding. That is about 600 
banks. 

One way to look at it is there are 600 banks more than there 
were a year ago that have access to these funds to lend. But could 
you explain why Treasury has not made your investment decisions 
yet? 

When can some of these banks anticipate receiving the green 
light from you all? There are several in Louisiana that are actually 
quite excited about this opportunity. 

Can you shed some light on this for us? 

Mr. Graves. Thank you for that question. I will try to tell you 
what we are trying to do with the program. We have worked very 
quickly to try and get these two new programs that Treasury is im- 
plementing under the Small Business Jobs Act up and running. 

We have worked expeditiously. We have a very strong team that 
we have put together to stand up these two new offices within 
Treasury to get these programs off the ground. 

I think it is important to remember that while we are moving as 
quickly as we can on those programs, it is important and, in fact, 
you required us to ensure that we balance both the speed with 
which we get the programs implemented with the need to ensure 
we are making prudent investment decisions and protecting the 
taxpayers’ dollars. 

So, we have instituted a fairly robust, a very robust system of re- 
viewing potential investments, ensuring that every institution that 
applies meets the eligibility criteria, that we then consult with fed- 
eral banking agencies and in some cases state regulators when ap- 
propriate, and then Treasury performs its own individual assess- 
ment on the financial standing of that institution and its ability to 
participate in the program. 

Once we make our approval decision, we then will let the banks 
know and they will be able to close within 30 days of receiving that 
approval. 

We have conducted a significant amount of outreach with com- 
munity banks all around the country. We have conducted more 
than 30 webinars, teleconferences, and industry events all across 
the country. 

We have a dedicated webpage and a call center with our Small 
Business Lending Fund team. We talk with community banks all 
across the country every single day of the week. We look forward 
to announcing our first round of funding very soon. In fact, I expect 
within the next few weeks we will be making those decisions for 
the institutions, and we will be getting to closings beginning in 
June. 
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Chair Landrieu. Okay. I am going to ask you, not right now but 
in a few minutes, your response to some other GAO report findings 
that just came out on this program. 

But let me ask Ms. Johns. If you could put the chart up, the 39 
programs that were either created or enhanced under the Small 
Business Jobs Act of 2010, most of them are completed by your 
agency and you were the implementor for this, I understand; and 
most of them have been completed. 

[The information follows:] 





Section 7(a) Business Loans 

Maximum Loan Amounts Under 504 Prasram 


Maximum Loan Limits Under Microloan ProEfam 


Loan Guarantee Enhancement Extensions (ARRA 


New Markets Venture Capital Cortipany Investment limitations (ARRA) 


Al ternative Size Standards ^ 

Sale of 7(a) Loans in Secondary Market 


Online Lending Program 

SBA Secondary Market Guarantee Authority (ARRA) 

Local Development Business Loan Program Low-Interest Refinancing 


Small Business Intermediary Lending Pilot Program 


Public Policy Goals ■ 

Floor Plan Pilot Program Extension (ARRA) 


Temporary Express Loan Enhancement 


Prohibition on Using TARP Funds or Tax Increases 

Subtitle B- Small Business Trade fe Exporting 

Office of International Trade 


Duties of the Office of International Trade 


Export Assistance Centers 


International Trade Finance Programs 


State Trade & Export Promotion Grant Program 


Rural Export Promotion 


International Trade Cooperation by Small Business Development Centers 


iP'SubtItle C- Small Business Contractin 


Leadership & Oversight 


Consolidation of Contract Requirements 


Small Business Teams Pilot Program 


Subcontracting Misrepresentations 

Small Business Subcontracting Improvements 

Reservation of Prime Contract Awards for Small Businesses 

Agency Accountability 

Payment of Subcontractors 

Repeal of Small Business Competitiveness Program 

Policy & Presumptions 


Annual Certification 


Training for Contracting & Enforcement Personnel 


Updated Size Standards ______ 

Small Business Contracting Parity & Mentor Protege Program 


subtitle D - Small Business Management & Counseling Assistance 

Matc hing Requirements Under Small Business Programs 

Grants for SBDCs ' 

Subtitle E - Disaster loan Improvement 


Aquaculture Business Disaster Assistance 

♦Completed-# *ln Process-® *Not Completed -O 
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But there are two particularly, there are 28 provisions that have 
been completed. That is 72 percent. Nine provisions that are in the 
process of being completed, and two provisions that are not com- 
plete. 

The two, I understand, that are not complete are the export as- 
sistance centers and then one on contracting policy. Can you com- 
ment on why the delay on those two particular programs or do you 
have any comments about that at this time? 

Ms. Johns. Yes, Chair Landrieu. Thank you for the question. 
And I also want to thank you for your leadership on the Small 
Business Jobs Act. And to Ranking Member Snowe, we greatly ap- 
preciate your support of many of the provisions that made their 
way into this Act. 

Overall I am very proud of the way that the SBA has moved for- 
ward to implement these provisions. We took this role very seri- 
ously because we know that small businesses were waiting for 
these critical tools to be in their hands so that they could grow 
their businesses and create jobs. 

As far as the export provisions are concerned, a lot of work has 
been done. Very shortly we will be naming a new Associate Admin- 
istrator for the Office of International Trade. Individuals have been 
hired, additional trade counselors have been hired in two of the 
USEACS around the country. 

And, the process is ongoing and there is a requisition out for ad- 
ditional hiring. So that process is well underway. 

We have provided reports to this Committee regarding travel and 
other 

Chair Landrieu. And the contracting policies seem to be slow in 
being implemented. 

Ms. Johns. Well, the contracting policies, first of all, one of the 
primary contracting policies that the bill advanced was the clari- 
fication regarding parity. 

So that provisions in the bill immediately gave contracting offi- 
cers across the government a clear signal, clarified rule so that 
they had much more available at their hand in order to meet the 
government’s 23 percent contracting goal for small businesses be- 
cause, as you know, prior to the Small Business Jobs Act there was 
some confusion about how our programs lined up. 

But the parity issue in the Small Business Jobs Act resolved that 
and so that was an important provision under contracting. 

As far as other of the contracting provisions in the Act, as you 
know the contracting process is not, that is not a process the SBA 
owns and we cannot stand up those new provisions on our own. We 
have to go through a process through the Federal Acquisition 
Council, the FAR process, and it takes time. 

But we are moving apace and many of those provisions are 
poised to become effective in the very near future. 

Chair Landrieu. Thank you. My time has expired. 

Senator Snowe. 

Senator Snowe. Thank you. 

Mr. Graves, with respect to the Treasury lending program, of the 
702 institutions that are now participating in the program, how 
many loans have actually been issued? 



49 


Mr. Graves. We have actually not made investment decisions on 
any of the 700 institutions that have applied, so no loans yet have 
come from capital that comes out of the program. 

The deadline for this program was September 27 and we expect 
that all applications that meet the eligibility criteria will have been 
approved by September 27 so that we will get those dollars out the 
door to the community banks so that they can do the hard business 
of supporting small businesses. 

Senator Snowe. So, it will be this fall when small businesses 
could actually receive loans? 

Mr. Graves. That is a good question. We believe that beginning 
within the next few weeks dollars will begin to go out the door to 
community banks and that those banks will then on-lend based on 
the incentives built into the Small Business Job Act. 

Senator Snowe. What I was saying earlier in my opening com- 
ments about TARP refinancing is that ultimately, what it suggests 
is that there is going to be minimal new small business lending, 
with very few new institutions participating in the program. In 
fact, as I understand it, it is only about $3 billion that would rep- 
resent new institutions. Is that true? 

Mr. Graves. It is a good question because a number of people 
have asked that of us as well before. It is important to remember 
that this program is not a TARP program. I just want to make that 
clear at the outset. 

Any institution that meets the eligibility criteria regardless of 
whether they are a TARP institution or a non-TARP institution is 
eligible to apply and participate. 

The other thing that I would say is that this is not a program 
to assist CPP banks. In fact, there is no opportunity for an institu- 
tion to decrease their interest rate without increasing the amount 
of small business lending that they do. 

Senator Snowe. But with the threshold you are using as a stand- 
ard, they only have to increase lending by 2.5 percent. So essen- 
tially, they can exchange what they receive under TARP for this 
program at a lower interest rate and they only have to increase 
their small business lending by 2.5 percent, a minimal increase, 
frankly. 

So, you are really replacing one with the other. The objective is 
not to assist the TARP recipients, but the net effect is that it is 
happening. 

The point here is that are we just turning over one program to 
the another. This same money is now benefitting those who have 
already received a great benefit from the United States Govern- 
ment, when we would like to invite other institutions into the small 
business lending fray to expand the loan portfolios among banks 
and other entities that can issue these loans. 

So that is one of my concerns that I think needs to be addressed. 
From what I understand, TARP recipients are seeking investments 
that exceed their remaining TARP balances by only 10 to 30 per- 
cent. So, it really does beg the question of how much new lending 
will actually occur under this program. 

And they get a 1 percent loan, am I correct, if they meet the 10 
percent increase in lending? 
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Mr. Graves. I share your concern. In fact, no CPP institution 
will get to an interest rate of 1 percent unless they increase their 
lending to 10 percent just like any other institution that partici- 
pates in the program. 

The program was really meant, as I understand it, to increase 
small business lending. It is really to get capital out to small busi- 
nesses all across the country. 

Senator Snowe. And the question is how that happens. From 
what I understand, it is not exactly happening with the maximum 
effect. That is the problem here because of the perverse incentives 
created in the program. 

Now, for example, from 2008 to 2010 lending institutions’ small 
business lending declined by 9.2 percent to $652 billion, according 
to this chart, the second lowest level since 2005-2006. Yet the lat- 
est Thompson-Reuters/Paynet Small Business Lending Index shows 
that small business lending in March of this year already increased 
by 12 percent compared to a year ago. 

So, you are using a very exceptionally low benchmark, four quar- 
ters ending with June of 2010, to incentivize banks to increase 
small business lending when, in fact, that small business lending 
is already occurring without this program having been imple- 
mented yet. 

So, that is the problem. 

Mr. Graves. Would you like me to speak to that? 

Senator Snowe. Yes. 

Mr. Graves. I think it is important to remember that the base- 
line that was set in the legislation was done so because it was real- 
ly looking as a means to increase small business lending from 
where we were, as you suggest, just last year at the low water 
mark in recent years. 

And if institutions were given a baseline that was significantly 
higher, those institutions would not participate in the program. 

So, what we were trying to do is incentivize banks to increase 
their lending, giving them all the tools at their disposal, giving 
them the capital that the need so that they can actually get those 
dollars to all the small businesses around the country that are 
looking for capital. 

Senator Snowe. Just a follow-up, because I know my time has 
expired. If banks have only maintained the 12 percent trend that 
is already occurring, they can lock-in on an interest rate of 1 per- 
cent. That is the point, and that is the incentive for them to trans- 
fer from one program to another, the TARP program to this pro- 
gram. Thank you. 

Chair Landrieu. Senator Cardin. 

Senator Cardin. Well, first, let me thank Senator Landrieu and 
Senator Snowe for this hearing. I think one of the most important 
responsibilities of this Committee is oversight. It is one thing to 
pass laws, but it is to make sure those laws have the intended ef- 
fect. I know that sometimes that is hard for a Committee to do, and 
I applaud our leadership of this Committee of understanding the 
importance by conducting this hearing. 

The legislation, the Small Business Jobs Act, had many impor- 
tant provisions. I was a little late getting here today because I was 
attending a conference from our small business centers, develop- 
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ment centers on export activity. That was one of the major issues 
in this legislation, and we are making some progress on export ac- 
tivities. 

We also had tax credits. I think it is important for us to under- 
stand how they are working. 

The first point that has been mentioned here is this bill was 
aimed at improving access to credit for small businesses. I think 
Senator Snowe’s questions are not only good questions but we need 
to get better answers. 

This was a major initiative. Some of us would have preferred 
some of this money going into direct loans, and we were told, “No, 
this is going to be the incentive to get the community banks more 
interested in making loans to small businesses.” 

This was a large commitment of Federal resources. So, we need 
better answers. We need to know how much is getting out there. 
I am a little disappointed it is taking this long. I think many of 
us thought that this would get out a lot quicker and there would 
be more interest. 

So, I just want to support the questions that have been asked by 
our two leaders. We need to have better information to this Com- 
mittee as to how this program is working. 

And the questions Senator Snowe asked as to whether this is 
just what would have happened and are just giving incentives to 
community banks that are not needed or whether we really have 
leveraged a lot of new activity out in the community is a question 
we need to answered. 

So, I am going to ask our leadership here to follow up and make 
sure we get information in this Committee to make sure that we 
are accomplishing what we intended to do. 

I want to talk about another part of the Small Business Jobs Act 
and that was to improve government procurement opportunities for 
small businesses. 

I helped draft a provision in the Small Business Jobs Act that 
requires Federal contracting officials to complete small business 
training before receiving certification. 

There is a real concern as to whether the procurement officers 
in our agencies have a bias towards existing relationships with con- 
tractors, mainly large businesses, to the exclusion of opportunities 
for small businesses in our community and that this Committee 
wanted to do something about that by requiring that the con- 
tracting officers have greater sensitivity to not only the letter but 
the spirit of our law to engaged smaller companies. 

There was also a second provision added that requires reports to 
Congress dealing with veteran-owned, women-owned, and dis- 
advantaged small businesses. 

So, could I ask either of you or both of you if you could give us 
a status as to how the implementation of those provisions is work- 
ing and how you intend to comply with your requirements in keep- 
ing us informed as to the progress being made in regards to those 
targeted small businesses? 

Ms. Johns. Good morning. Senator Cardin, and I would be happy 
to respond to your questions, and we are also grateful for your sup- 
port of this important piece of legislation for our small businesses. 
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Our government contracting organization works regularly with 
contracting officers, and particularly the OSDBUs across all of the 
Federal agencies. We meet on a regular basis, monthly actually. 

In addition, we have a senior level effort focused on contracting 
and ensuring that across Federal agencies that at the Deputy Sec- 
retary level that those individuals are aware of what the con- 
tracting goals are across the different certification programs that 
the SBA manages and that they understand how their agencies 
need to organize and to ensure that the information flows so that 
they are also able to focus on meeting their particular goals for 
Federal contracting. 

Senator Cardin. Are they bringing the employees in who are re- 
sponsible for training? 

Ms. Johns. Yes, we are working with the Federal Acquisitions 
Institute and the Defense Acquisitions Institute to develop a cur- 
riculum for contracting officers. That will be an enhancement to 
the training work that we are already doing on a regular basis. 

Senator Cardin. What is the time frame for being able to imple- 
ment this training curriculum? 

Ms. Johns. Within the next few months. 

Senator Cardin. Can you be more specific? 

Ms. Johns. Probably in the September, October time frame. 

Senator Cardin. Will all contracting officers be required to go 
through this training? 

Ms. Johns. Yes. 

Senator Cardin. How long will it take for the contracting officers 
to be able to get the benefit of this new curriculum? 

Ms. Johns. Senator, I do not know the end date. We have not 
established an end date. The focus has been on getting the cur- 
riculum in place and beginning the training, and we have the com- 
mitment to stay with the training as long as it takes to make sure 
that everyone is covered. 

Senator Cardin. Could I ask that my office and I think the Com- 
mittee may be also interested in reviewing the curriculum that you 
are changing and the time schedule for contracting officers and 
which agencies you anticipate being the first and the time schedule 
necessary to get all contracting officers up to speed with this new 
curriculum? 

Ms. Johns. Certainly. I would be happy to. 

Senator Cardin. And the reports to Congress that are required, 
I take it you will meet those deadlines and you will get us informa- 
tion as to specific progress being made with veteran-owned, 
women-owned, disadvantaged small businesses? 

Ms. Johns. Yes, Senator, we will. 

Senator Cardin. One last question. Madam Chairman, if I might, 
getting back to credit. There was a second part, a major initiative 
other than the SBA guarantees. We also provided funds to state 
governments who have programs dealing with credit. 

I know what is being done in Maryland but I would ask that our 
Committee be kept informed, that you provide to us the specific ac- 
tivities that have been generated by states as a result of the addi- 
tional resources made available at the federal level. 

My reason for asking that. Madam Chairman, is following up on 
Senator Snowe’s point, I would like to see, if we could, the relative 
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activities generated by our partnerships with the states versus the 
additional monies being made available to community banks so we 
can see where we are getting the most activity for the resources. 
That is our responsibility. 

So, if you could make that information available to us, it tell us 
where we need to put our attention. 

Mr. Graves. We would be happy to do so. 

Senator Cardin. Thank you. 

Chair Landrieu. And I thank you. Senator, you raised several 
excellent points, and our next panel will have some specific infor- 
mation about how those state programs are working. 

But I want to remind everyone that one of the reasons we could 
not do directly is because of the strong opposition from the minor- 
ity party. They would not approve of direct lending from the SBA, 
and so in order to get money out to small businesses with that not 
being an option, the only option we really had was to work either 
with state programs, regional programs, or the community banks. 

So, we will see, you know. We have crafted something. We hope 
it works. We are not sure it will. That is what this hearing is 
about. I myself, as the lead architect of this bill, am very interested 
to see. 

Because there were different ideological views on both sides of 
the aisle, we really did not have all options open and available to 
us. But we did the best we could. 

Let me ask a question, and we will go through a second round 
of questions and then get to our second panel. 

One of the things I was most interested in, and I am not sure 
we were able to be successful, was giving some relief for debt refi- 
nancing for the commercial real estate section. We wrote a section 
in the bill entitled small business access to capital trying to provide 
some relief refinancing. 

Our understanding, however, is that there has been minimal 
usage of this program. We are hearing from banks that the rules 
that are written which we think might be much more narrow than 
what our law intended is not helping to provide the relief that we 
had hoped for. 

So, Mr. Graves, do you have any comments about this particular 
section, or Ms. Johns? 

Ms. Johns. Yes, Senator. Chair Landrieu, I would be happy to 
respond. 

The 504 commercial refinancing initiative was a new program for 
us. In every instance when we have a new program, we are always 
balancing two key objectives, that is, getting the program into the 
hands of small businesses as soon as possible but also ensuring 
that we are delivering the program in a way that ensures that we 
are good stewards of the Federal resources. And so those are the 
objectives that we were balancing as we rolled out the 504 refi. 

Once we put the initiative into the marketplace, we also are con- 
stantly gauging how the market is responding. In the case of 504 
refi, it became clear to us that we needed to take a second look at 
opening up the provisions of the 504 refi to include more busi- 
nesses, and that we have done. We have made a mid-course cor- 
rect. 
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The comment period on the change has just closed. We made 
sure that we contacted all of the industry associations and talked 
with them and we were in close contact as we were developing the 
mid-course correction, and so we are looking forward to getting the 
new 2 . 0 , if you will, version of the program in place, and we are 
sure that we will see some progress. 

Chair Landrieu. Because this is very, very, very important. 
Many, many, many small businesses have seen, of course, the 
value of their buildings that they own or their commercial collat- 
eral basically decline but they still have fairly strong balance 
sheets and a refinancing opportunity could really help them. 

If it is done correctly, it will work; and if not, it is going to be 
another missed opportunity for businesses out there, and con- 
tribute to the spiraling down of this market. 

So, again, our Committee cannot do everything in this regard but 
this is a very special initiative. Please keep us posted as to how. 
And if it is the language of the law that is preventing you, the way 
we wrote it, then I would be open to some modifications. But hope- 
fully you can take the language as it was written and implement 
the rules so that it is actually works and people can take advan- 
tage of it. 

One more question. Then I will turn it over to Senator Snowe for 
her second round of questioning. 

The Jobs Act, we talked about this but it is worth repeating 
again. The State Trade and Export Promotion Grant Pilot Pro- 
gram, can you provide the Committee with an update on the status 
of this program? Specifically, how many of the 56 eligible states 
have submitted applications for this particular program? 

Ms. Johns. Yes, Senator, I would be happy to do that. We have 
received applications from, I believe, 53 of the 56 eligible. In fact, 
as we speak, there is an interdisciplinary team of reviewers who 
are meeting at the SBA. They have been there all week. 

We compiled a team of folks from around the agency to bring 
various expertise to the review process. In addition, we also sought 
out reviewers from other Federal agencies. So, we have a reviewer 
from Ex-Im Bank, and we have a reviewer from the Department 
of Commerce because we wanted to have the strongest possible 
team. 

They are hard at work this weekend and intend to complete their 
work by the end of the week. So, we are very eager to make these 
selections, get these proposals, the response to proposals back out 
to the states. 

Chair Landrieu. Okay. Finally, as I turn it over to Ranking 
Member Snowe, I want to be very clear that I agree with Senator 
Cardin that the oversight of this Committee is important. 

Instead of just sitting here twiddling our thumbs and wringing 
our hands because we do not know what do to help small business, 
we have tried many different things. 

We are now in the process of evaluating what works well and 
what is not working, but you cannot stand still in a situation like 
this and do nothing. You must move forward aggressively. 

We have started new regional programs, export programs, part- 
nerships with our community banks. We did everything but direct 



55 


lending because we were blocked from doing so but we could poten- 
tially revisit that later on. 

Let us see what is working and then make the adjustments as 
we go forward but getting capital into the hands of Main Street 
businesses, not businesses on Wall Street and not big multi cor- 
porations that have many ways to access capital. Main Street busi- 
nesses remain our goal to drive down these unemployment rates 
and provide opportunity for the American dream. 

Ms. Johns. Chair Landrieu, may I make just one comment in re- 
sponse? 

Chair Landrieu. Okay. 

Ms. Johns. I just want to assure the members of this Committee 
that at the SBA we share your sense of urgency on that, and the 
notion of constantly looking at how the programs as we get them 
out into the hands of small businesses, we are constantly looking 
at how those programs are being received and what tweaks, what 
mid-course corrections we need to make as we did in the 504 refi. 
We reacted very quickly to that, and I want to assure you that that 
is our approach for all of these provisions. 

I am traveling regularly. Since the first of the year, I have been 
to over half of our regions talking to hundreds, literally hundreds 
of small business owners asking them about the Small Business 
Jobs Act, educating them on the tenets of the Act. 

We had a Small Business Jobs Act tour, 13 cities planned. We 
are just down to the last two cities. We are out and about as an 
agency talking regularly to small businesses and seeking their 
input on how we can do what we are doing better, how we can 
make these programs work more effectively for them. 

So, I just wanted to assure the members of the Committee that 
we share your sense of urgency on those very critical issues. 

Chair Landrieu. We appreciate the effort and we are going to be 
looking for some very clear results as the weeks and months un- 
fold. 

Senator Snowe. 

Senator Snowe. Thank you. Chair Landrieu. 

Just to follow up on the issue of direct lending, the Administra- 
tion opposed direct lending as well. It essentially did not want the 
government to become a bank. There is a big difference between 
guaranteeing loans and writing and being directly involved in 
issuing those loans. 

In fact, there is an article right here in the New York Times, 
dated March 10, “Why Won’t the SBA Lend Directly to Small Busi- 
nesses?” and there is an indication that the President responded 
that to do so, the government would have to stand up, in his words, 
“A massive bureaucracy and it would take too long and you would 
be frustrated.” 

[The information follows:] 



56 


cbe ■Xrtsi 

You're the Boss 

MARCH 10. 2010, 4:3S PM 

■^Tiy WoB’t llie S.B.A. Lend Di!i®ctly to Small Businesses? 

By ROBB UANDELBAUM 

Back ill late Janiiaiy, a Florida entrepreneur, Steve Gordon, got the 
oppoitiinily to take his concerns about the recession straight to the lop. If 
banks won't make loans to small business, he asked President Obama a! a 
town hall meeliiig in Tampa, why not have the Small Business Administration 
make loans directly? 

The presidcnl responded that to do so the government would have to “stand 
up a massive bureaucracy ... and it would take too long, and you’d be 
frustrated.’' Still, the question persists — Mr. Gordon, in fact, was invited to 
Washington a week ago last Friday to ask it again before a joint hearing of the 
House Financial Sen.’ices and Small Business Committees. At the hearing, the 
S.B.A. administrator, Karen Mills, echoed Mr. Obama’s comments to Mr. 
Gordon. “The problem we are trying to solve is not that small businesses need 
direct loans,” she said. “It is that they need direct access to banks that are 
making loans with our 90 percent guarantee and direct access to counselors 
who can help them get creditworthy.”* 

In fact, the S.B A has a long history of direct lending. The Small Business Act 
(pdf), which created the S.B.A. in 1953, allows the agency to finance 
businesses “either directly or in cooperation with banks or other financial 
institutions,” though direct loans are limited to $350,000. The agency lent 
directly to businesses that banks had rejected through the late 1980s, and 
through the late 1990s to certain disadvantaged borrowers. Since then, the 
agency has restructured and shed much of its work force. However, it still 
makes loans directly to homeovmers and businesses after a disaster. 

And the very fact that Mr. Gordon’s question was one of the central themes of 
the recent hearing reveals that Democrats do not universally share the Obama 
administration’s view. In the current Congress, the House has twice passed 
legislation calling for direct S.B.A. loans.t The House’s S.B.A. reauthorization 
bill creates a new “Capital Backstop” program tailored to recessions, in which 
the S.B.A. w'oiild help borrowers prepare a business loan (or 7(a)) application, 
and, if the borrower meets the credit standards, then shop it to banks. If no 
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bank is willing to make the loan, the S.BA. can do so itself. The program will 
sunset at the end of September 2011, and take effect again only after three 
quarters of G.D.P. decline as well as a 30 percent fall-off in the number of 
S.B.A. loans made. It would then continue until the economy showed two 
quarters of G.D.P. growth. A reserve force of loan officers would staff this 
program, just like the disaster loan program. (It may not be all that hard to 
find a qualified work force: an industry consultant. Bob Coleman, estimates 
banks have fired 2,500 experienced S.B.A. loan officers since 2007.) 

In the Senate, Ben Cardin of Maryland, who is on the Small Business 
Committee, and Robert Menendez of New Jersey, who is not, have introduced 
bills calling for direct S.B.A. loans. However, neither of the Small Business 
Committee’s leaders, the Democratic chairwoman, Mary Landrieu, and the 
ranking Republican, Olympia Snowe, who work closely together, seem 
particularly enthusiastic about the idea. (Neither senator’s aides would speak 
for the record about it.) 

So why is the Obama administration opposed to direct lending? In the time 
since the president first addressed the issue in Florida, the S.B.A. has fleshed 
out its objections. While any of the nation’s 100,000 bank branches could 
(theoretically) close an S.B.A. loan, the agency itself has only 68 field offices, 
according to a fact sheet distributed to members of Congress. These offices 
would require new computer systems and procedures and a lot more staff. The 
agency calculates that while it takes two government employees to oversee 
1,000 guaranteed loans, 43 people would be required to administer 1,000 
direct loans. 

Besides taking a long time to develop — nine to 12 months — a direct loan 
program would also cost “billions of dollars in administrative funds,” 
according to the agency. In an interview, an S.B.A. spokesman, Jonathan 
Swain, said that administrating direct loans would be at least as expensive as 
in the disaster loan program, where they run 15 to 20 cents for every dollar 
spent. He added that the proposed Capital Backstop, which would require the 
agency to shepherd borrowers through the system, would be even more 
cumbersome. (The Congressional Budget Office has not yet estimated the 
program’s cost.) 

On top of administrative expenses are the costs to subsidize loan losses, which 
the administration says would be higher than losses in guaranteed loans — 
perhaps much higher. Indeed, according to S.B.A. financial statements, the 
agency’s direct business loan programs had much higher cumulative loss rates 
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than the guarantee programs have had over their much longer lifespans — 
about 19 percent compared to 6 percent. (The cumulative loss rate on direct 
disaster loans, meanwhile, is about 9 percent.) 

“If a bank isn’t going to make someone a loan with a 90 percent guarantee, 
why should the taxpayers make them a loan with a too percent guarantee?” 
asked Mr. Swain. The House Small Business Committee, though, maintains 
that it ought not have the same high loss rates as direct loan programs have 
had in the past. Since the S.B.A. would use the same eligibility and credit 
underwriting criteria that banks use for 7(a) loans, the committee noted in a 
report accompanying the bill, the “backstop portfolio should carry no more 
risk than that of a 7(a) private sector lender.” 

It may be true, as Ms. Mills told members of Congress, that the agency “can 
get money out faster using the tools it has” than by creating a whole new 
program. But recent experience also suggests that the tools the agency had in 
hand in October 2008, were no match for the credit crisis. Lending all but 
froze; it took Congress four months to pass the stimulus, with the provisions 
that kick-started those programs. And while it is nice that S.B.A. loan volume 
has been restored to pre-crash levels — although S.B.A. lending began to 
decline a year before the freeze — it may not be enough. The whole point of the 
S.B.A. is to pick up the slack when conventional loans falter. 

The Obama administration acknowledges this. “It’s not that we don’t 
understand there’s a gap,” said Mr. Swain. “We just have a different approach 
to responding to that gap.” That approach is a handful of incentives aimed at 
getting banks to lend on their own: extending the stimulus provisions that 
lowered fees and raised guarantees, raising limits on some S.B.A. loans, 
offering additional capital to small banks (from a “small-business lending 
fund”), and allowing banks to refinance conventional commercial mortgages 
as government-backed 504 loans. The administration has also urged 
regulators to lighten up a bit on valuing loan collateral so that banks can lend 
more money. 

“We’ve taken each piece of the gap and tried to fill it with a program that 
addresses” the problems the banks face, Ms. Mills said at the joint hearing. 

But most of those tools are not yet in the S.B.A.’s possession; Congress has to 
approve them. And the problem with the president’s piecemeal approach is 
that all the pieces have to be in place for it to work — what good is the higher 
guarantee if banks don’t have the capital to lend or their balance sheets are 
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plagued by shrinking collateral value? The stimulus provisions have lapsed 
twice, and legislators may never sign off on the others. Moreover, even if all 
the administration’s proposals are adopted, they may not actually induce more 
lending. Then what? In any case, they would be temporary. Come the next 
financial crisis, we will have to start from scratch. 

The Capital Backstop program, of course, faces its own its own substantial 
obstacles getting through Congress in the modern political climate, but at least 
it has the virtue of certainty, and of theoretically being ready for the next time 
credit freezes over. 

*Of course, not every business that wants a loan should get a loan. Mr. Gordon, for 
example, who acknowledges that he lacks two borrower attributes that remain 
important to banks, collateral and good credit score, may be a better candidate for 
venture capital. 

tjudging by the comments at the hearing, very few Republicans support direct S.B.A. 
lending, and several Democrats on the Financial Services Committee also objected to it. 
However, most representatives — Republican and Democratic alike — voted for it at 
least once. 
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So, I think the point is there are some legitimate issues in direct 
lending. In any event, I think the point here now is that we have 
to get into the oversight issues and to make sure that this program 
is working. 

I do have strong concerns on the TARP side, and I have already 
indicated that to you. One other issue. 

I have introduced a bill on a couple of issues concerning the 
Lending Program, Mr. Graves, but one of which I wanted to raise 
with you today because you may already be addressing it, is that 
my bill would prevent the Treasury from issuing a loan to any in- 
stitution that has been deemed by its regulator to be unhealthy. 
What would you be doing in that regard? Do you get reports? 

How do you evaluate those who are seeking loans under this pro- 
gram if their regulator deems them to be unhealthy? You are not 
prohibited from still continuing to issue those loans. 

Mr. Graves. Thank you for that question. Ranking Member 
Snowe. 

We share your concerns about ensuring that every investment 
made in an institution is done so in an institution that is healthy, 
that has the financial wherewithal to increase its lending to small 
businesses. 

In fact, as I mentioned at the beginning, we have implemented 
a very strong and robust system of reviewing every application that 
comes from a community bank. 

Each institution has an initial eligibility assessment performed 
by the Treasury team. Then we conduct a consultation with the 
federal banking regulator of the institution. In some cases where 
it is appropriate, we conduct a consultation with the state regulator 
as well. 

Treasury has its own internal investment team that conducts a 
separate independent analysis and evaluation of each and every 
one of those applications that comes back to us from the Federal 
banking regulators before we make any decision to make an invest- 
ment in a community bank. 

Really what we are trying to do is make sure that, while we are 
trying to get these dollars out the door and trying to support small 
businesses, we also want to make sure we make prudent invest- 
ment decisions and do our very best to protect the American tax- 
payer. 

Senator Snowe. Thank you. 

Mr. Graves. Thank you. 

Senator Snowe. Administrator Johns, one of the issues I wanted 
to explore with you is that some have suggested that increasing the 
loan limits as we have under the 7(a) and the 504 programs in this 
Act would crowd out small borrowers. 

What is your response to that? I know that, according to the 
most recent data from the SBA, over 60 percent of the agency’s 7(a) 
loans over the past ten years have been under $150,000 and over 
80 percent have been under $350,000. 

It appears that the small loans have been growing faster than 
the larger loans. But can you comment on this issue because clear- 
ly we want to make sure that smaller entities, smaller businesses, 
are having access to these loans? It looks like it is certainly pos- 
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sible that it is occurring, but I would like to hear comments from 
you. 

Ms. Johns. Thank you, Ranking Member Snowe. 

Actually there is no indication of any so-called crowding-out ef- 
fect. In fact, I am sure we have shown you data that there was a 
major spike in lending at the end of the year. That was as a result 
of the fact that there was much pent-up demand for the 90 percent 
guarantee and the fee waivers. 

And so there was a lot of activity at the end of the year. That 
spike was not due to the larger loan size. In fact, our data shows 
that really just 3 percent of our loans are in the larger loan size 
between the $2 and $5 million. That has been very consistent over 
the course of time since the passage of the Small Business Jobs 
Act. 

So the notion of crowding-out effect has not at all occurred. 

Senator Snowe. That is great. 

Also, as you know, on the loan guarantees we have reduced the 
borrower’s fees and the lender’s fees, and that is obviously not 
going to reoccur in this economic climate. Do you think that will 
discourage lending at all? Do you think it is going to have any net 
effect on loans? 

Ms. Johns. Well, certainly those were initiatives that were very 
well received by the market, but we are still continuing to see a 
general up tick in loans. The other reality is that the small busi- 
ness needs for capital are not monolithic. 

Yes, we have businesses who need the higher loan limits which 
is why that was an important provision in the Jobs Act, but we 
also have small businesses who have reacted very well to the in- 
crease in micro lending. 

So we have small businesses who need capital across the spec- 
trum from the relatively small dollar loans in the micro lending 
space to the $5 million loans that are available through the 7(a) 
program and the 504 program. 

What we are charged to do as an agency is to make sure, again, 
that we are looking across that spectrum and continuing to identify 
gaps that may still exist and to keep this Committee apprised of 
that and to seek your help in addressing those. 

Senator Snowe. Thank you. 

Chair Landrieu. Senator Cardin. 

Senator Cardin. Thank you. Again I thank both of our witnesses. 

I did not mean to get into a debate on direct loans. But let me, 
if I might, just point out two things. First, SBA does make some 
direct loans in emergency situations. 

Number two, when there is a 90 percent guarantee of the SBA 
loans. In other words, when the government taxpayers are on the 
line for 90 percent of these loans, it seems to me making it a 100 
percent we can then have direct accountability. 

When you are dealing with a third party bank, it is much more 
difficult for us to get the results that we want out quickly. 

That was my point on it, but I am very proud of the Small Busi- 
ness Jobs Bill and I really do congratulate Senator Landrieu. I was 
at caucus meetings when you are trying to get the Floor time and 
there is no stronger advocate on behalf of small businesses and 
doing our work, than Senator Landrieu. 
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It is not easy to get the Floor time to get a bill passed. This is 
a major bill masking major new tools available to help small busi- 
nesses and we are very proud of this bill, but our responsibility is 
oversight and to make sure that every dollar that has been made 
available is used to maximum advantage to create jobs and that is 
through small businesses. 

I come back to procurement and I know I represent the people 
of Maryland, and because of Maryland’s location, we have a lot of 
government agencies that are located here, and we have a lot of 
small businesses that depend upon government procurement. So, it 
is of great interest to the people of Maryland. 

There have been documented abuses by agencies; and one of the 
things that we have been able to do, this Committee, is to support 
the SBA and give it the tools. It was this Committee — I serve on 
the Budget Committee. It was a direct result of Senator Landrieu 
and Senator Snowe’s efforts that we were able to elevate the budg- 
et for the SBA. 

I applaud you for that, and we got that as an amendment to the 
Budget Resolution that gave the SBA the tools so that you could 
be the advocate for small businesses within the Administration. 

We know agencies at times want comfortable relationships with 
who they are already doing business with. So they bundled con- 
tracts, small contracts that could be given to small companies into 
large contracts in which only large companies can compete. 

We want you there fighting on behalf of small businesses saying, 
no, do not bundle these contracts and elbow out small companies 
from being prime contractors, because we know in the prime con- 
tract/subcontract relationships there are abuses there also. Better 
off to get small companies really into the game. 

We do put a lot of confidence in the SBA being there as the advo- 
cate on behalf of small businesses, taking up the fight within the 
Cabinet Room and within the Administration. 

The curriculum you are developing for training we see as a major 
step forward. I just urge you as you implement this law that you 
bring in the small companies and listen to their stories as to their 
experiences with the Department of Defense or with the Depart- 
ment of Agriculture, with all of the agencies of government, be- 
cause there are horror stories out there as they try to get through 
the mine fields of getting their fair share of the procurement work 
of government. 

I appreciate your response as it relates to the curriculum that is 
being implemented and the training sessions, et cetera, but it is 
also going to take the SBA as an advocate to fight comfortability 
that currently exists in the agencies in the relationships they have 
with large contractors where we have got to get small business in 
the door there. 

Ms. Johns. Thank you. Senator Cardin. 

I have to say to you I could not agree with you more about the 
importance of the SBA’s role as the voice of small business. We 
take very seriously and wear very proudly that mantel of being the 
advocates for small businesses within the government and beyond. 

And as far as my personal commitment, I have been involved in 
small business issues long before I have had the honor to serve in 
this Administration in this role. 
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I am a local person, and a lot of people have my phone number. 
So, I am regularly taking phone calls on a Saturday, people stop- 
ping me at church, small business owners I know a lot of them, 
talking about issues and giving feedback on how our agency can 
work more effectively. 

So, believe me you have my 150 percent commitment, and that 
is why I do make it a point of talking to small businesses whenever 
possible, because that is where our richest source of information is. 

We have got to know how these programs are really playing on 
the field so that we are prepared to make adjustments as we need 
to, and that is what we do. 

Senator Cardin. Thank you. You are going to be getting some 
more calls. I am looking at six cards that I picked up this morning 
from the small business conference. 

Ms. Johns. Hand them over. 

Senator Cardin. I am taking this case work myself so I will be 
contracting you. 

Ms. Johns. We will be happy to come to your office and give you 
an update. 

Senator Cardin. Thank you very much. I appreciate it. 

Chair Landrieu. Thank you very much. 

The contracting of small business has no stronger advocate than 
Senator Cardin. He speaks to us about that everyday, does he not. 
Senator Snowe? And thank goodness for him. 

I thank you. I have one question but I am going to ask for a re- 
sponse in writing about the tax provisions in the small business 
lending bill to Treasury. You can supply this in writing. When will 
you be able to provide an analysis of whether small businesses 
were able to take full advantage of the tax provisions in the bill? 

I know that some small businesses have not yet filed their re- 
turns and do a delayed filing in October but I will submit that to 
you and you can respond in writing. 

Mr. Graves. We would be happy to do so. Chair Landrieu. 

Chair Landrieu. Thank you all very much. I appreciate it, and 
we will move to second panel now. Thank you. 

As they are moving, to save time, let me begin introducing our 
second panel. We will be hearing directly from small business own- 
ers from their view and perspective how this new bill is helping 
them or providing opportunity. 

We will also be hearing from the Association of the Self-Em- 
ployed, and the Vice President of a rural program from North Caro- 
lina. 

So, first let me introduce Eric Blinderman, Founder and Owner 
of Mas Farmhouse, a highly-rated New York City restaurant. He 
is currently constructing, with the help of an SBA 504 loan, a sec- 
ond restaurant; we are looking forward to hearing his testimony 
this morning. 

Also, Ms. Kristie Arslan, Executive Director of the National Asso- 
ciation of the Self-Employed. This association represents the inter- 
est of America’s smallest businesses, employing themselves, one 
person. She is a New Yorker and currently serves on the Board of 
Directors of the Coalition for Affordable Health Coverage and 
Small Business Legislative Council. 
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And finally, Patrick Woodie, Vice President of Rural Programs 
for North Carolina’s rural center. At the rural center, he oversees 
capacity building programs in the area of infrastructure, business 
development, and workforce development. We are very interested 
to hear this morning, Mr. Woodie, how one of our state programs 
that many of us supported so wholeheartedly is working. 

So you all know your time constraints, and Mr. Blinderman, we 
will start with you. 

STATEMENT OF ERIC H. BLINDERMAN, CO-OWNER, MAS 
FARMHOUSE RESTAURANT 

Mr. Blinderman. Thank you. Chairwoman Landrieu, Ranking 
Member Snowe, members of the Committee, for inviting me to tes- 
tify this morning about issues pertaining to implementation of the 
Small Business Jos Act of 2010. 

To understand how the Small Business Jobs Act has impacted 
Main Street and specifically my restaurant in New York City, I 
think it is important to get a little bit of background about where 
my restaurant came from. It is a small business success story that 
was conceived initially after the tragedy of September 11 in New 
York City. 

In those troubled times, my business partner. Chef Galen 
Zamarra and I turned our attention from grieving into reconstruc- 
tion which included the nuts and bolts of assembling our first res- 
taurant. 

I was then a 27-year-old kid focusing on financial models, pre- 
paring the business plan, otherwise taking the business-side steps 
to our broad ideas into reality. Chef Zamarra, of course, focused on 
the artistic side. 

I had no experience. I was a 27-year-old kid. But with business 
plans in hand, I went to the place that had the money, banks. I 
would leave my day job at my law firm, go to the teller at HSBC, 
Chase, Bank of America, you name it, in my best business suit, say 
to the teller that I was a small business owner, here was my part- 
ner, and we were looking for a half a million dollars to sit there 
an open up a restaurant in New York City with little to no experi- 
ence, no capital, and no assets. 

Fortunately, after being turned away by just about every bank 
up and down Manhattan, Wall Street, Fifth Avenue, Sixth Avenue, 
you name it, I persisted and was placed in touch with a consortium 
of other banks, a state-chartered entity called the New York Busi- 
ness Development Corporation (NYBDC). 

The New York Business Development Corporation’s purpose is to 
provide creative underwriting solutions for non-traditional lending 
risks, the category into which we clearly fell. Because of the 
NYBDC’s relationship with the United States Small Business Asso- 
ciation, Small Business Administration and conventional banks, 
they were able to mentor me through what was a complicated and 
difficult SBA lending process, but with their assistance, I was able 
to procure a $500,000 SBA 7(a) term loan, a $50,000 World Trade 
Center Small Business Development Loan and was able to open 
and construct Mas Farmhouse. 

In terms of public/private partnership, the lending package 
worked exactly as designed. My partner and I used SBA guaran- 
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teed funds to renovate a Greenwich Village restaurant which had 
gone bankrupt as a result of September 11 and converted it into 
Mas Farmhouse. 

Now, more than seven years after opening, we employ approxi- 
mately 35 individuals, generate hundreds of thousands of dollars in 
city, state, and federal tax revenue each year, and continue to pay 
down the balance of our loan, without ever having never missed a 
single payment. 

Of course, all good stories must come to an end but for Mas 
Farmhouse, a small business, that ending is unclear because, de- 
spite our successes, our continued existence is bounded by the 
terms of our commercial lease which has less than three years left 
before it expires. 

Moreover, despite my best efforts to arrive at business terms 
with my current landlord, we have not been able to extend that 
lease because of various economic conditions that the landlord has 
placed upon my business as a condition of lease renewal. 

Enter the Small Business Stimulus Package of 2010. The Small 
Business Stimulus Package of 2010, as everyone is aware, was ini- 
tially put to vote in July of 2010, which was around the time that 
Chef Zamarra and I had located an alternative location within 
which to either open up a sister restaurant to my current res- 
taurant or to relocate my current restaurant should the time arise 
that relocation is required. 

At that time, I began approaching the NYBDC once again to re- 
quest financial assistance not to lease the property, although the 
property was available to lease, but to purchase it outright, to ob- 
tain what I call a forever home, a place that I would have the abil- 
ity to sit there and manage my business and perpetuity without 
ever having to run the risk of being thrown out from my place of 
establishment because of rent increases, because of other condi- 
tions or various other provisions which could attach as a result of 
a leasing relationship. 

And unfortunately, I was told by the NYBDC that, although we 
were a creditworthy business and we were qualified to obtain lend- 
ing through various programs, the SBA’s lending limit of $2 million 
prohibited us from purchasing that property outright for con- 
ducting our expansion plans. 

In addition, the SBA informed me that the requested financing 
package was going to result in a total of nearly $60,000 in lending 
fees which, for a small business like a restaurant owner, is a very 
large sum of money. 

Notwithstanding, the NYBDC courted aggressively many lenders. 
Citibank, HSBC, Chase and others, and we ultimately settled on 
Citibank, which was the recipient of troubled asset relief funding 
and were able to procure funding in the amount of $3,179,850 to 
permit construction of Mas La Grillade, broken down in the form 
of a 504 SBA loan, $1.5 million from Citibank. NYBDC lent us $1.2 
million and a further 7(a) loan in this span of $420,000. 

The importance of this expansion to my business cannot be un- 
derstated. The SBA 504 program has allowed me to purchase this 
property outright by placing only 10 percent down on our purchase 
price. Because our existing restaurant runs on tight margins as I 
explained earlier, we would never have been able to purchase this 
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property but for the existence of the small business stimulus pack- 
age. 

Second, the collective terms of the loan package will result in my 
new restaurant paying thousands of dollars less per month in loan 
servicing costs than I currently pay in fixed costs for my existing 
restaurant. 

Most importantly, we are in the process within the next 90 days 
of hiring 65 new people to staff and run my new restaurant. 

Importantly, these benefits do not just inure to me as a business 
owner. They also inure to the City and State of New York and the 
Federal Government. For example, projected revenue of my new 
restaurant should generate hundreds of thousands of dollars in 
sales tax for the City and State of New York. 

In addition, each of my 65 anticipated employees will pay federal, 
state, and local taxes and contribute their share to social security. 
Medicare, and Medicaid, and related entitlement programs. 

Payments to the hundreds of food vendors, beverage, and other 
vendors who service my restaurant, which include local fishermen, 
farmers, and others provide additional revenue for local, state, and 
Federal coffers. 

Indeed, these benefits have already begun accruing despite the 
fact that my restaurant is under construction as we are using our 
SBA funds to employee dozens of architects, engineers, plumbers, 
electricians, contractors, and others. 

In short, the bottom line of my small business should be meas- 
ured by its cash flow and profitability. I believe the same metrics 
should be utilized to measure the success of the Small Business 
Stimulus Package of 2010. 

As businesses take advantage of the bill’s benefits to open, ex- 
pand, and grow, this Committee should analyze whether they are 
generating employment opportunities, contributing to economic ex- 
pansion, creating new revenue streams for government entities, 
and repaying their debts with interest and without default. 

If, on balance, the net sum of loans made pursuant to the Small 
Business Stimulus Package of 2010 achieves these objectives, I 
think the United States will have benefitted greatly from it. 

I am confident that Mas La Grillade will meet these objectives 
and am grateful and thankful for the passage of this bill. 

Thank you for your time this morning and I apologize for having 
run slightly over. 

[The prepared statement of Mr. Blinderman follows:] 
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Thank you, Chairwoman Landrieu, Ranking Member Snowe, and members of the 
Committee for inviting me to testify this morning on issues pertaining to implementation of the 
Small Business Jobs Act of 2010. Although I am International Litigation Counsel at the law firm 
of Proskauer Rose LLP in New York City, I testify today in my capacity as the founder and 
owner of a restaurant in New York called Mas (farmhouse) and as the founder and owner of a 
new restaurant called Mas (la grillade) which I am currently constructing in New York and 
which I expect will open in the late summer of 20 1 1 . 

The Small Business Joh Act of 2010 Provided Much Needed Economic Incentives 
and Statutory Tools to Permit Small Business to Create Jobs 

The Small Business Jobs Act of 2010 has served as a critical piece of legislation that 
allowed small business owners to expand existing operations, to build new enterprises, and to 
create jobs. 

A. The Use of SBA Funds to Establish Mas (farmhouse) 

By way of background, I am a restaurant owner and attorney. My business partner, Chef 
Galen Zamarra, and I conceived of our current restaurant. Mas (farmhouse), in late 2001, shortly 
after the attacks of September 1 1 . At this time. New York was suffering from the horrific loss of 
life and property that accompanied the tragic events of that day. 

In those troubled times. Chef Zamarra and I turned our attention from grieving into 
reconstruction which included the nuts and bolts of assembling our first restaurant with no 
capital, little experience, but lots of ideas. Chef Zamarra focused on the artistic and creative side 
of the ledger while I began to write a business plan, to prepare fi nancial models, and otherwise to 
take steps to turn our ideas into a concrete reality. With business plan in hand (neatly bound), I 
spent my lunch hours at the law firm, wearing my only suit, walking into dozens of banks 
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whereupon I explained to the teller that I would like to obtain a small business loan to help me, 
then a 27 year old kid, obtain over a half-million dollars so I could open a fine dining restaurant 
in Manhattan. Self-evidently, this approach was not successful and, although every bank was 
polite, they all rejected my request outright. 

Fortunately, I persisted and was ultimately placed in touch with an entity chartered by the 
State of New York called the New York Business Development Corporation (“NYBDC”). The 
NYBDC’s purpose is to provide creative underwriting solutions for non-traditional lending 
risks — a category into which I clearly fell. Because of the NYBDC’s relationship with the 
United States Small Business Association and conventional banks, they were able to mentor and 
guide me through the SBA lending process, locate a partner bank willing to share in the lending 
risk, and ultimately to imderwrite a $500,000 SBA 7(a) term loan and a $50,000 WTC Small 
Business Development Loan that we used to open Mas (farmhouse). In terms of public/private 
partnership, the lending package worked exactly as designed. My partner and 1 used SBA 
guaranteed funds to renovate a restaurant located in Greenwich Village which had gone bankrupt 
as a result of September 1 1 and to convert it into Mas (farmhouse). Now, more than seven years 
after opening, we employ approximately 35 individuals, generate hundreds of thousands of 
dollars in city, state, and federal tax revenue, and continue to pay down the balance of our loan, 
having never missed a single payment. 

Of course, all good stories must come to an end but for Mas (farmhouse), the ending is 
unclear as, despite our successes, our continued existence is bounded by the terms of our lease 
which expires in less than three years. Moreover, despite my best efforts to arrive at business 
terms with my current landlord to extend our lease, we have not been able to do so because of 
various onerous economic demands that the landlord has placed upon my business as a condition 
of lease renewal, 

B. The Small Business Stimulus Package of 2010 and the 
Establishment of Mas (la griUade) 

Enter the Small Business Stimulus Package of 2010, which was initially put to vote in 
July of 2010, around the time Chef Zamarra and I had finally found a location to house a new 
restaurant called Mas (la grillade). This restaurant will either replace Mas (farmhouse) when our 
current lease expires or will operate concurrently with Mas (farmhouse) assuming we are able to 
come to terms with our landlord. That location is a modest two story red-brick structure, around 
the comer from our current location, had been vacant for several years, and the owner was 
willing to either sell or lease it to us. For Chef Zamarra and I, the decision between attempting 
to purchase the building or to lease was obvious given the difficulties we had encountered with 
our current landlord — we wanted the property outright and quickly settled on a purchase price of 
$2.5 million. 

Following on the lessons learned in opening Mas (farmhouse), I contacted the NYBDC to 
determine if they would consider assisting us in obtaining this sum of money plus an additional 
$600,000 so that we could renovate the property and open Mas (la grillade). Although the 
NYBDC was receptive to this request, I was informed that we would not likely be able to access 
the SBA’s 504 program to obtain the property because of the $2 million lending limit contained 
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in then-existing legislation. In addition, lending fees alone on our package were going to total 
approximately $60,000 which was a significant economic burden and rendered the viability of 
our expansion plans dubious. 

Notwithstanding, the NYBDC aggressively courted lending partners which included the 
Bank of America, Citibank, HSBC, Chase, and others who were flush with capital infusions 
provided by the Troubled Asset Relief Program but who were having difficulties finding credit- 
worthy small businesses in which to invest. Ultimately, Chef Zamarra and I chose Citibank as 
our lending partner because of its attractive financing offer which included a fixed 25-year 
mortgage and low interest rates although the viability of our project depending nearly entirely on 
passage of the Small Business Stimulus Package. Thus, in July 2010, 1 watched in dismay as 
politics derailed the legislation’s passage by a mere two votes. When the legislation was put up 
for vote again in September, I sat in my office voraciously counting votes while sharing live 
updates about the legislation’s progress with Citibank. Fortunately, the legislation passed. 
Lending limits to small business owners were increased to $5 million, lending fees were 
eliminated, and my project was able to commence. 

Specifically, I was able to obtain a total of $3,179,850 in lending as a direct result of the 
bill’s passage which is secured through personal guarantees, cross collateralization with my 
existing restaurant, and (most importantly in Manhattan) the building that I now own. In 
addition, I saved nearly $30,000 in SBA fees. The loan package itself was structured as follows: 
Citibank lent $1,533,250 through the SBA 504 program while the NYBDC lent $1,226,600 
through the SBA 504 program. Citibank lent a further $420,000 for start-up and related 
operational costs through the SBA 7(a) program, and construction is proceeding rapidly. Most 
importantly, Mas (la grillade) will be hiring approximately 65 new employees over the next 90 
days. 


The importance of this expansion to my business cannot be understated. First, the SBA 
504 program allowed me to purchase property in New York City by placing only 10% down on 
the total purchase price with lenders providing 90% of the capital. Because my existing 
restaurant runs on tight margins, we would never have been able to purchase the property for our 
new restaurant if not for the fact that we were able to finance 90% of the purchase price through 
the SBA 504 program. Second, the collective terms of the loan package will result in my new 
restaurant paying thousands of dollars less per month in loan servicing costs that I currently pay 
in fixed costs for my existing restaurant. When this is combined with the fact that the new 
location has over twenty extra seats and the capacity to serve lunch and dinner {Mas (farmhouse) 
serves only dinner), the business incentives to expand remain apparent. Third, rather than paying 
thousands of dollars per month to a landlord who shares no vested interest in the long-term 
operation of my business establishment, I am now building equity in the form of property that 
can be used to collateralize future business-expansion plans. Fourth, unlike a conventional 
leasing transaction in which my rent and related fixed costs rise each year according to set terms, 
my fixed costs at the new restaurant are set according to the terms of the various loan 
agreements. Thus, they will not rise over time and will, in fact, decrease as portions of the loan 
are paid off in full. Finally, I am now in the privileged position to have what I term “a forever 
home.” In other words, most small business owners lack the ability to purchase property and 
therefore remain subject to the whims and vagaries of commercial landlords who do not share 
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their economic interest. Accordingly, the business asset that one spends years creating can be 
tom apart in an instant when a landlord decides (for whatever reason) that the tenant’s occupancy 
is no longer desired. Because of the SBA 504 program. Chef Zamarra and I no longer face that 
risk and can focus instead on the risks of satisfying customers at Mas (la grillade). If we are 
successful in meeting that challenge, then we will rest well knowing that our new restaurant will 
not have to face the Hobbesian choice of shutting down (which would cause our employees and 
staff to lose their jobs), relocating (with the attendant associates risks and costs), or accepting 
commercially unreasonable leasing terms ever again. 

Importantly, these benefits do not just inure to me as a business owner. They also inure 
to the City and State of New York and the Federal government. For example, projected revenue 
for Mas (la grillade) should generate hundreds of thousands of dollars in sales tax for the City 
and State of New York, In addition, each of my 65 anticipated employees will pay local, state, 
and federal income taxes on their earnings while also contributing their fair share to social 
security, Medicare, Medicaid, and related entitlement programs. Payments to the hundreds of 
food, beverage, and other vendors who service Mas (la grillade), which include local farmers 
and fisherman from around the region, accountants, lawyers, plumbers, electricians, and other 
trade people, provide additional revenue for local, state, and federal coffers. Indeed, these 
benefits have already begun accming despite the fact that Mas (la grillade) is only under 
construction. As an active constmction site, we are already utilizing our SBA 504 and 7(a) funds 
to employee dozens of architects, engineers, plumbers, electricians, contractors, and others who 
are on site every day and which likewise generates tax and related revenue. 

In short, the bottom line of any small business is measured in its cash flow and 
profitability. I think the same metrics should be utilized to measure the success of the Small 
Business Stimulus Package of 2010. As businesses take advantage of the bill’s benefits to open, 
expand, and grow, this Committee should analyze whether they are generating employment 
opportunities, contributing to economic expansion, creating new revenue streams for government 
entities, and repaying their debts vvith interest and without default. If, on balance, the net sum of 
loans made pursuant to the Small Business Stimulus Package of 2010 achieves these objectives, 
then I think the United States will have benefited greatly from the bill’s passage as will those 
business owners and entrepreneurs who had the foresight to take advantage of its tools. I am 
confident that Mas (la grillade) will meet these objectives and am grateful for the passage of the 
Small Business Stimulus Package of 2010. 

Thank you for your time this morning. I will be happy to answer any questions the 
Committee might have. 
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Chair Landrieu. That is okay. 

Mr. Blinderman with testimony like that, you could run a half 
an hour over your time. It is music to my ears to hear how helpful 
our efforts have been here to you and to your restaurant. But I 
want to say how extraordinarily pleased I am that you took your 
time to come to this Committee to share your story of fighting so 
hard to create a business in the United States of America. 

I can only say it should not have been that difficult, and I can 
only say how tragic, shameful, and ultimately destructive it is 
when a gentleman with your credentials which I want to read into 
the record. He received a J.D. cum laude from Cornell Law School. 
You then graduated with distinction in international law from the 
University of Oxford. 

Yet, as you testified, you went to every bank on Fifth Street, 
Sixth Street, and beyond to try to get a loan to start a business 
and you were turned down. 

So, my question to those listening is if a gentleman with a degree 
of distinction from Oxford cannot get a loan from the United States 
banking system, how is it possible for 99 or 100 percent of the kids 
that I represent who are young people in the State of Louisiana 
who we do not go to Oxford, how is it possible for them to start 
a business? 

That is why this Committee passes the envelope for new and in- 
novative ways to get capital into the hands of young Americans 
who we spent millions of dollars literally educating but yet our sys- 
tem falls so short on giving them the opportunity to start business. 

As long as I chair this Committee, we are going to continue to 
push open this door. 

Ms. Arslan. 

STATEMENT OF KRISTIE L. ARSLAN, EXECUTIVE DIRECTOR, 
NATIONAL ASSOCIATION FOR THE SELF-EMPLOYED 

Ms. Arslan. Thank you. Chair. Thank you. Ranking Member 
and the members of the Committee, for allowing the National Asso- 
ciation for the Self-Employed to testify here today on behalf of our 
200,000 members and the 22 million self-employed Americans na- 
tionwide. 

We are here today to talk about the implementation of the Small 
Business Jobs Act and the next steps we must take to improve and 
expand upon the vital benefits it offers America’s smallest busi- 
nesses. 

With the current economic dialogue so focused on jobs, it is im- 
portant to note that our members and the 22 million Americans 
that are self-employed are not solely “hobby” enterprises or tem- 
porary freelance workers between permanent, “real” jobs. 

Being self-employed means you have created a job for yourself 
Self-employed businesses successfully provide for families. They 
contribute to their local communities, and these jobs are just as 
valuable to the economy as an office or a factory job, and these 
businesses are just as essential to the economy as their larger 
counterparts. 

Despite accounting for 78 percent of all small businesses in the 
U.S. and collectively contributing close to $1 trillion to the economy 
every year, the dynamic self-employed community is too often mis- 
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understood and under represented in the policy fashioned for small 
business. Our Nation’s lawmakers and regulatory agencies com- 
monly craft policy geared toward the tiny sliver of the business 
population that is corporate America. The narrow policy focus on 
the small percentage of businesses is why the Small Business Jobs 
Act was so crucial to our community. This legislation included key 
provisions that benefitted the vast majority of micro-businesses and 
provided some much needed bottom line tax savings to the self-em- 
ployed. 

For years the NASE has been working to allow the self-employed 
access to the same tax benefits enjoyed by all other businesses. A 
key disparity in the tax code is the treatment of health insurance 
costs. The self-employed do not received a business deduction for 
health insurance costs causing these businesses to pay more in 
payroll taxes known as self-employment tax than all other busi- 
nesses. 

With the passage of the Small Business Jobs Act, the self-em- 
ployed were allowed to deduct their 2010 health insurance costs 
from the self-employment tax on their 2010 tax return. What did 
this one-year deduction mean for someone who is self-employed? 
Based on the average health insurance costs out therein the indi- 
vidual market, the one-year deduction in this bill saved self-em- 
ployed business owners approximately $456 to $968 in taxes. That 
is bottom line savings. Depending upon their cost of coverage, 
many businesses actually saved more money. 

NASE member Michael Kagan of Dover-Foxcroft, Maine, is 
owner of M. Kagan & Associates. A self-employed biotech consult- 
ant, Mr. Kagan saved $1,400 in taxes this year due to this one-year 
tax deduction in the Small Business Jobs Act, and he used that 
money to reinvest in his business in office automation and help 
grow his business exponentially. 

Timothy Doyle, a NASE member from Donaldsonville, Louisiana, 
an electrical contractor, saved $730 in savings from this one-year 
deduction and he put that money to pay for his next two months 
of health insurance premiums. 

In this difficult economic time, this deduction in the Small Busi- 
ness Jobs Act helped business owners lower their tax liability or 
provided them with a substantial refund that could be used to rein- 
vest in their business. 

Best of all, this deduction, though temporary, put the self-em- 
ployed, America’s smallest businesses, on the same playing field as 
other businesses for the first time. 

The question now should be whether we extend this benefit and 
how we better implement it for the future. 

The NASE strongly supports leveling the playing field perma- 
nently in allowing the self-employed a permanent deduction for 
health costs for payroll tax purposes. 

We understand, though, in this difficult fiscal climate that an im- 
mediate permanent solution may be difficult to achieve; however, 
we strongly feel that this deduction should be extended at least for 
a two-year period. 

Should an extension pass, we urge Congress to encourage the 
IRS to rethink its approach in implementing this vital deduction. 
The method the IRS used was very confusing and not the standard 
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approach for a business deduction. They created a new line, Line 
3, in Form 1040 Schedule SE, the form utilized to calculate self- 
employment tax, to allow self-employed taxpayers to take this de- 
duction. 

It would be preferable and a lot less confusing to taxpayers to in- 
clude this deduction on Form 1040 Schedule C in Part II, which in- 
corporates all business expenses. Self-employed taxpayers had to 
carefully read the directions for the 2010 Form 1040 Schedule SE 
to take advantage of this one-year deduction since deductions are 
not typically on this form. 

Furthermore, because the bill was passed so late in the year, it 
left little time for the IRS to provide guidance to stakeholders and 
taxpayers on this deduction. An extension of this critical tax deduc- 
tion for the self-employed community needs to be passed as soon 
as possible in order to allow the IRS to be able to put this on the 
2011 tax form and give stakeholders the ability to educate business 
owners on how to take advantage of this benefit. 

In the current climate, policymakers on both sides of the aisle 
have been struggling to find ways to stimulate the economy. While 
efforts have been notable and have helped some industry sectors, 
only the Small Business Jobs Act has helped America’s smallest 
businesses. 

America’s self-employed have long asked for the same oppor- 
tunity to success as their larger counterparts. They seek no more 
than the same benefits that big business receive. So we encourages 
lawmakers to extend the key provisions in the Small Business Jobs 
Act. Thank you. 

[The prepared statement of Ms. Arslan follows:] 
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On behalf of the National Association for the Self-Employed (NASE) and our 200,000 member 
businesses, I thank the Chair, Ranking Member and Committee Members for the opportunity to 
speak today on the implementation of the Small Business Jobs Act of 2010 and the next steps 
we must take to improve and expand upon the vital benefits it offered to America's smallest 
businesses. 

Today's economic growth is being driven by the incredibly diverse self-employed business 
community, and the NASE is working to ensure that they are in a position to be as successful as 
possible. We work day in and day out to actively challenge the near-universal lack of 
understanding about the self-employed. 

With the current economic dialogue focused on jobs, it is important to note that our members 
and the 22 million self-employed Americans are not solely "hobby" enterprises or temporary 
freelance workers between permanent, "real" jobs. Being self-employed means you have 
created a job for yourself and have prevented one more individual from showing up on the 
unemployment rolls. Self-employed businesses successfully provide for families and contribute 
to local communities - and these jobs are just as valuable to the economy as an office or. 
factory job. These businesses are just as essential as brick and mortar businesses. 

Though vulnerable to tough economic times, self-employed businesses grow faster than all ^ 
other segments of the economy and are historically a key driver of economic recovery after a ; 
recession. Business startups reached their highest levels in 14 years during 2009, suggesting, : 
that laid-off workers are choosing to join the ranks of the self-employed rather than take their 
chances in a job market that remains unstable. 

Yet, despite accounting for 78 percent of all small businesses in the U.S. and collectively 
contributing about $1 trillion to the economy every year, this dynamic business demographic is 
too often misunderstood and underrepresented in the policy fashioned for small business. Our 
nation's lawmakers and regulatory agencies commonly craft public policy geared toward the 
tiny sliver of the business demographic that is corporate America. 

This narrow policy focus on a small percentage of businesses is why the Small Business Jobs Act 
was so crucial to our community. The Small Business Jobs Act of 2010 included key provisions 
that benefited the vast majority of micro-businesses and provided some much needed bottom- 
line tax savings to the self-employed. 
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Tax Equity for the Self-Employed 

For years the NASE has been working to allow the self-employed access to the same tax 
benefits enjoyed by all other businesses. A key disparity in the tax code is the treatmentof 
health insurance costs. The self-employed have not received the same tax deduction for health 
costs that all other businesses entities have at their disposal; 

The self-employed must pay the employer and employee contribution to payroll taxes, totaling 
up to 15.3 percent on business income. For the self-employed, payroll taxes are called self- 
employment taxes. Since they do not receive a business deduction for their health insurance 
costs, they must pay more in payroll taxes than other businesses who receive this full benefit. 

With the passage of the Small Business Jobs Act of 2010, the self-employed were allowed to 
take a one-year tax deduction on health insurance costs for the purposes of calculating self- 
employment taxes. Qualifying business owners could deduct their 2010 health insurance costs 
from their self-employment tax on their 2010 tax return. 

Whatdid this deduction mean to someone who is self-employed? Health insurance and taxes 
are the two highest costs for small business. Annual premiums in the individual market 
averaged $2,985 for single coverage and $6,328 for family plans nationwide in mid-2009, ; Vf 
according to a report released by America's Health Insurance Plans (AHIP). Based On: these ; ; 
costs, the one-year tax deduction in the Small Business Jobs Act of 2010 saved seif-erhployeci 
business owners approximately $456.71 to $968.14 in taxes. Depending on the cost of their 
health coverage, some businesses likely saved even more. 

In this difficult economic time, this deduction helped business owners lower their tax iiability or 
provided them with a more substantial refund that could be used to reinvest in their business. 
Best of all, this deduction - though temporary - put the self-employed, America's smallest 
businesses, on the same tax playing field as other businesses for the first time. 

NASE Member Michael Kagan of Dover-Foxcroft, Maine, is owner of M. Kagan 8i Associates. He 
is a self-employed biotech consultant with over twenty-five years of experience as an 
engineering and manufacturing executive in both developing and bringing products to market. 
Mr. Kagan saved $1,400 in taxes due to the one-year tax deduction for health insurance costs ir 
the Small Business Jobs Act, which he reinvested in office automation for his growing business. 
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Timothy Doyle, a NASH Member from Donaldsonville, Louisiana, is an electrical contractor and 
the owner of High Standards Electric, LLC. He took his $730 in tax savings and put it towards his 
next two months of health insurance premium costs. 

Bullseye Appraisal's owner, Adrian Stumbagh of Spokane, Washington, saved $940 in taxes. 

The deduction helped lower his tax liability on his return, saving him money. 

These are just a few examples of the millions of self-employed business owners who benefited 
from the self-employment tax deduction on health insurance costs in the Small Business Jobs 
Act. 

The question now is should we extend this benefit and how can we better implement this 
deduction in the future. 


Next Steps 

The NASE strongly supports leveling the playing field for the self-employed and providing them 
With a permanent deduction on health insurance costs for payroll tax purposes. It is imperative 
that the 22 million self-employed Americans receive the same tax treatment of health care ; : 
costs as all Other businesses. 

While we understand that due to the fiscal climate an immediate permanent solution may be 
difficult to achieve, we believe that at a minimum this deduction should be extended for a two- 
year period. 

Should an extension be passed, we strongly urge Congress to encourage the IRS to rethink its 
approach to implementing this vital deduction. The method the IRS employed to provide self- 
employed taxpayers with the deduction was confusing and not the standard approach for a 
business deduction. They created a new line (Line 3) on the 2010 Form 1040 Schedule SE, the 
form utilized to calculate self-employment taxes, to allow self-employed taxpayers to take this 
deduction. 

It would be preferable and less confusing for self-employed taxpayers to include this deduction 
on Form 1040 Schedule C in Part II, which incorporates all business expenses. Self-employed 
taxpayers had to carefully read the directions for the 2010 Form 1040 Schedule SE to take 
advantage of this one-year deduction since deductions are not typically on this form. 


Furthermore, the Small Business Jobs Act was passed late in the year, leaving minimal time for 
the IRS to provide guidance to stakeholders and taxpayers on this deduction. An extension of 
this critical tax deduction for the self-employment community should be passed as soon as 
possible to allow the IRS sufficient time to implement the provision on the 2011 tax forms and 
to give stakeholders the ability to properly educate business owners on this benefit. 


Other Key Provisions in the Small Business Jobs Act 

Many of the new jobs recently created are also new companies - the startup rate in 2010 was 
the highest it has been in 15 years, according to the Kauffman Index of Entrepreneurial Activity. 
More than half a million new businesses were created in 2010 as the poor economy and high 
employment rates have led more individuals into business ownership. 

The Small Business Jobs Act provided for an increase in the deduction for startup expenditures 
in 2010 to help these new businesses. The deduction was doubled, permitting new 
entrepreneurs to deduct up to $10,000 in expenses. This provision, unlike the self-empioyment 
tax deduction, was authorized for two years allowing startups to benefit from this improved 
deduction for one more year, on their 2011 tax return. With small businesses growing faster 
than their larger counterparts and accounting for 64 percent of net new jobs created, the NASE 
feels that it is essential to permanently allow new businesses this increased deduction for V : T 
startup expenditures. It is imperative in this new economy that we foster the creation of new 
businesses as the startup deduction does. 

Access to capital also continues to be a large problem for the self-employed and micro- 
businesses, despite efforts by the federal government to spur lending to small businesses. The 
NASE was a strong supporter of the Small Business Lending Fund included in the Small Business 
Jobs Act. However, eight months after the bill was signed into law, money has yet to reach the 
community banks, credit unions, community development funds and other intended lending 
institutions. Thus, small businesses have not received any benefit from the Small Business 
Lending Fund. 

Lawmakers must encourage the Administration to move quicker on implementing this portion 
of the Small Business Jobs Act so business owners can begin working with their lending 
institution to obtain much needed funding. 


Conclusion 


Policymakers on both sides of the aisle have been struggling to stimulate the economy and put 
a definitive end to the Great Recession. These efforts have included sector-specific bailouts, 
export and manufacturing initiatives, the American Recovery and Reinvestment Act of 2009 
amongst other policy approaches. While all of these programs helped some notable companies 
and stimulated some industry sectors, most of these efforts provided little benefit to the typical 
American business. The lone bill providing the majority of our nation's small business with 
some actual, bottom-line cost savings was the Small Business Jobs Act of 2010. 

America's self-employed have long asked to have the same opportunity for success afforded to 
big business. They seek no more than the same benefits received by their larger counterparts. 
The NASE encourages lawmakers to stand up for America's smallest businesses and extend key 
provisions in the Small Business Jobs Act of 2010. 
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Chair Murray. Thank you. 

Mr. Patrick Woodie. 

STATEMENT OF PATRICK WOODIE, VICE PRESIDENT, RURAL 

DEVELOPMENT PROGRAMS, THE NORTH CAROLINA RURAL 

ECONOMIC DEVELOPMENT CENTER, INC. 

Mr. Woodie. Thank you, Madam Chairman and members of the 
Committee, for this opportunity to report to you on North Caro- 
lina’s implementation of the North Carolina Capital Access Pro- 
gram. 

I am Patrick Woodie, Vice President of Rural Development Pro- 
grams for the Rural Economic Development Center. For more than 
20 years, our nonprofit organization has developed, promoted, and 
implemented sound economic strategies to improve the quality of 
life for rural North Carolinians. 

Typically, the Rural Center works in 85 of North Carolina’s 100 
counties. The North Carolina Capital Access Program is the excep- 
tion. At the request of North Carolina’s Governor, Beverly Perdue, 
the Rural Center is leading this statewide effort to spur new job 
creation and business investment. While the State Small Business 
Credit Initiative offers states the flexibility of using their allocation 
to boost small business lending. North Carolina has elected to in- 
vest its full allocation in the Capital Access Program, or NC-CAP. 

The Rural Center has a 14-year history of operating this pro- 
gram. In 1994, North Carolina was one of the first states outside 
of Michigan to adopt a CAP program. From 1994 to 2007, NC-CAP 
enrolled 1,850 loans totaling $103 million and creating or retaining 
more than 27,000 jobs. This was accomplished with an allocation 
of $3.6 million from state appropriations and other sources. 

Today, thanks to the Small Business Jobs Act, NC-CAP has been 
re-launched on a fundamentally larger scale. North Carolina will 
receive $46.1 million that will enable up to $800 million in small 
business lending to more than 10,000 businesses in our state. 

NC-CAP is a voluntary, loan-loss reserve portfolio insurance pro- 
gram. Eligible lending institutions, banks, CDFIs, and federally in- 
sured credit unions, elect whether to participate. The program al- 
lows a bank to mitigate the risk of its small business lending. For 
loans enrolled in the program, the borrower and/or the lender pays 
a fee of 2 to 7 percent. NC-CAP matches that amount, and the 
combined total is deposited in a loan loss reserve account at that 
lending institution. As more loans are enrolled, the reserve pool 
grows. In the event of a default on an NC-CAP loan, the lender 
may draw upon the reserve pool to cover the loss. Lenders are sole- 
ly responsible for underwriting the loans and defining terms. Loans 
may be used to buy land, construct or renovate buildings, purchase 
equipment, or provide working capital. 

Why does North Carolina believe in this program? First, it is cost 
effective. For every $1 we invest, a lender will typically loan $20 
to small businesses. Second, it is non-bureaucratic. Paperwork is 
minimal, and the process is seamless for the borrower. Finally, it 
is proven. Not only do we draw upon our own experience, but more 
than 30 states have successfully operated CAP programs. 

Last December, North Carolina joined Michigan as the first two 
states to apply under the State Small Business Credit Initiative. In 
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February and early March, the Rural Center held 11 briefing ses- 
sions across North Carolina to roll out the program. These briefing 
sessions drew hundreds of participants, including banks, other 
lenders, technical assistance providers, and small business owners. 

Today, 26 lenders, including 23 banks, two CDFIs and one credit 
union have enrolled in NC-CAP. These 26 lenders represent 30 
percent of all branch bank locations in the state, giving the pro- 
gram statewide coverage. Another 15 lenders are in the process of 
signing up, and we continue to recruit others. Our staff has made 
face-to-face contact with each of North Carolina’s 130 banks, as 
well as our credit unions and CDFIs. 

North Carolina enrolled the first loan in the country using the 
federal allocation. At this early stage, we have 16 loans enrolled, 
including loans for restaurants, logging, and air cargo businesses. 
We anticipate a rapid escalation in enrollments, and in the next 
three weeks, we embark on a statewide publicity campaign. 

The leadership of several important partners is noteworthy. Sen- 
ator Kay Hagan, who gave her support to this important legisla- 
tion, our Governor who seized the opportunity afforded to our state 
by the State Small Business Credit Initiative, BB&T President and 
CEO Kelly King, who embraced and promoted the program to his 
fellow CEOs. 

As the former Chairman of our Board of Directors, Kelly was in- 
strumental in bringing the CAP program to North Carolina origi- 
nally. We also appreciate our partners at the North Carolina De- 
partment of Commerce and the SBTDC and in the State Small 
Business Credit Initiative Office at U.S. Treasury. They have been 
very responsive to our needs to helping ensure the success of our 
efforts. 

Our state has suffered severe losses from the recent recession. 
Now, as we begin to see signs of an improving economy, this new 
program is finding its legs. It could not be happening at a better 
time to stimulate the business and job growth we desperately need. 

Thank you. 

[The prepared statement of Mr. Woodie follows:] 
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Thank you, Chairman Landrieu, Ranking Member Snowe, and Members of the Committee for 
this opportunity to report on North Carolina’s implementation of the North Carolina Capital 
Access Program, the statewide response to the opportunity afforded by the State Small Business 
Credit Initiative of the 2010 Small Business Jobs Act. 

I am Patrick Woodie, Vice President of Rural Development Programs for the North Carolina 
Rural Economic Development Center. For more than 20 years, our nonprofit organization has 
developed, promoted and implemented sound economic strategies to improve the quality of life 
for rural North Carolinians. 

Typically, the Rural Center works in 85 of North Carolina’s 100 counties. The North Carolina 
Capital Access Program is the exception. At the request of North Carolina’s Governor, Beverly 
Perdue, the Rural Center is leading this statewide effort to spur new job creation and business 
investment. While the State Small Business Credit Initiative offers states the flexibility of using 
their allocation in numerous ways to boost small business lending. North Carolina has elected to 
invest its full allocation in the Capital Access Program, or NC-CAP. 

The Rural Center has a 14-year history of operating this program. In 1994, North Carolina was 
one of the first states outside of Michigan to adopt a CAP program. From 1994 to 2007, NC- 
CAP enrolled 1,850 loans totaling $103 million and leading directly to the creation or retention 
of more than 27,000 jobs. This was accomplished with an allocation of $3.6 million from state 
appropriations and other sources. 

Today, thanks to the Small Business Jobs Act, NC-CAP has been re-launched on a 
fimdamentally larger scale. North Carolina will receive $46. 1 million that is expected to enable 
up to $800 million in small business lending to more than 10,000 businesses. 

NC-CAP is a voluntary, loan-loss reserve portfolio insurance program. Eligible lending 
institutions (which include banks, CDFls and federally insured credit unions) elect whether to 
participate. The program allows a bank to mitigate the risk of its small business lending. For 
loans enrolled in the program, the borrower and/or the lender pays a fee of 2 to 7 percent. NC- 
CAP matches that amount, and the combined total is deposited into a loan loss reserve account at 
that lending institution. As more loans are enrolled, the reserve pool grows. In the event of a 
default on an NC-CAP loan, the lender may draw upon the reserve pool to cover the loss. 
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Lenders are solely responsible for underwriting the loans and defining terms. Loans may be used 
to buy land, construct or renovate buildings, purchase equipment or provide working capital. 

Why does North Carolina believe in this program? First, it’s cost effective. For every $1 we 
invest, a lender will typically make $20 in small business loans. Second, it’s non-bureaucratic. 
Paperwork is minimal, and the process is seamless for the borrower. Finally, it’s proven. Not 
only do we draw upon our own experience, but more than 30 states have successfully operated 
CAP programs. 

Last December, North Carolina joined Michigan as the first two states to apply under the State 
Small Business Credit Initiative. In January, both states executed contracts on the same day to 
draw down our respective allocations. In February and early March, the Rural Center held 1 1 
briefing sessions across North Carolina to roll out the program. These briefing sessions drew 
hundreds of participants, including banks, other lenders, technical assistance providers, and small 
business owners. 

Today, 26 lenders - including 23 banks, 2 CDFIs and one credit union-- have enrolled in NC- 
CAP. These 26 lenders represent 30 percent of all branch bank locations in the state. 95 of North 
Carolina’s 100 counties have a lending institution currently offering the program. Another 15 
lenders are in the process of signing up, and we continue to recruit others. Our staff has made 
face-to-face contact with each of North Carolina’s 130 banks, as well as our credit unions and 
CDFIs. 

North Carolina enrolled the first loan in the country using the federal allocation. At this early 
stage, we have 14 loans enrolled — going to businesses ranging from restaurants to logging to air 
cargo— and we anticipate a rapid escalation in enrollments. In three weeks, we embark on a 
statewide publicity campaign. 

The leadership of several important partners is noteworthy: First, Senator Kay Hagan who 
knows our organization well and who gave her support to this important legislation; and 
secondly, our Governor who has seized upon the opportunity afforded by the State Small 
Business Credit Initiative. We are very appreciative of the efforts of BB&T President and CEO 
Kelly King to embrace and promote the program to his fellow CEOs. As a former chairman of 
the Rural Center Board of Directors, Kelly was instrumental in bringing the CAP program to 
North Carolina in the first place. We also appreciate our partners in the State Small Business 
Credit Initiative Office of U.S. Treasury, They have been very responsive to our needs and 
concerns and to helping ensure the success of our efforts in North Carolina. 

Our state has suffered severe losses from the recent recession. Now, as we begin to see signs of 
an improving economy, this new program is finding its legs. It couldn’t be happening at a better 
time to stimulate the business and job growth we desperately need. 
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Chair Landrieu. Thank you so much. I am so excited to hear 
about your success in North Carolina, Mr. Woodie, and I know Sen- 
ator Hagan was absolutely a leader in pushing us to establish this 
provision within our bill, and also Senator Levin was very instru- 
mental having some experience in Michigan, of course. 

So, let me ask you this too again, for the record. What happened 
in North Carolina between 2007 and 2011? Did the program go 
away? 

Mr. Woodie. The program did go away for a period of about four 
years. 

Chair Landrieu. And why despite its success? 

Mr. Woodie. Despite its success, our primary funder had become 
the Golden Leaf Foundation, and the real reason it went away was, 
as it came time to raise a third round of capital for the program, 
their priority is investing in tobacco-dependent and economically 
distressed counties. 

About two-thirds of total loans had been made in the 15 urban 
counties in North Carolina, and just their priority as a funder did 
not meet their funding priorities. 

Therefore, much to the disappointment of several of the banks 
that participated, we shut down the program for a period of four 
years. 

We began looking early in 2010 as this opportunity looked like 
legislation was taking place that might include a provision like the 
State Small Business Credit Initiative, we started looking very 
early on at this as an opportunity to restart NC-CAP on a much 
larger scale. 

Scale was one of the issues with the earlier program. We had a 
very small amount of capital. Banks are very reluctant to, even 
though it is a great tool, it works very well for them, the ones that 
used it actually speak very highly of it; it is difficult to get banks 
to invest heavily in a program if they are not sure how long it is 
going to be around. 

And so that certainly was an obstacle with our early program. 

Chair Landrieu. So the authorization, if the staff will remind 
me, for our program is five years for this? Five years. So we hope 
that that will give you some stability for the start up on this, and 
we are really going to be looking at how this works because we are 
just desperate literally to find models that work for people like Mr. 
Blinderman, who could not do more in terms of what America ex- 
pects of young people to do other than going to school, graduating 
at the top of their class, getting extraordinary degrees, yet when 
they go out to start business, there is no capital for them to start. 

And we wonder why we are having difficulty putting this reces- 
sion in our rearview mirror. We are trying it all, all of the above, 
and I am excited about the program in North Carolina and poten- 
tially we could have a field hearing there at an appropriate time 
to really showcase what you all are doing and we are anxious to 
hear what Michigan is doing as well. 

Let me ask. Ms. Arslan, you testified that you are happy for the 
smallest businesses in America to be on a level playing field with 
the largest, and you realize the financial constraints that we are 
under. 
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What do we estimate it would cost to try to put these small busi- 
nesses on an equal playing field? What are the most recent esti- 
mates? And do you have any suggestions about how we might step 
into that over time, for the record? 

Ms. Arslan. Again, I think this one-year tax provision was a 
good start. It will allow us to see the effectiveness of this deduction. 

Again, you know, it is up to the business owner to take full ad- 
vantage of the deduction. I do think we would get better utilization 
if the IRS more effectively implemented the deduction, as men- 
tioned putting that deduction on Schedule C where all other busi- 
ness expenses currently lie. 

But again, there are 22 million self-employed Americans that 
qualify for this particular tax benefit. Again in terms of qualifica- 
tions, they simply have to be self-employed, a Schedule C filer, and 
they have to purchase their own health coverage. So anyone who 
meets the qualifications can take advantage of this. 

In terms of cost of this bill, we for years have promoted legisla- 
tion to address this inequity permanently, and the bill has been 
scored at $2 to $ 2 V 2 billion a year over 10 years. 

Again, it is in complete correlation or relation to the number of 
self-employed people out there purchasing their own health care. 
So, the smaller the number of self-employed out there purchasing 
health coverage, the less people qualify for the deduction. The 
more, the more people qualify for the deduction which would ad- 
dress how much it costs. 

But again, at the end of the day, why is it okay for the smallest 
businesses out there to pay more into the tax, more in revenue, 
more in taxes than larger businesses? 

Why is it okay that a large business gets to deduct their health 
care costs, that workers of larger businesses get to pay for those 
health care costs with pretax dollars? 

But someone who is a one-person business, self-employed who 
needs the most assistance has to pay more in payroll taxes than 
anybody else. Again, it is just a fairness issue. In this economy, 
that money is even more important because every little bit counts. 

Chair Landrieu. Thank you. 

Finally, Mr. Blinderman, your story is exactly what we had 
hoped for when I myself and my colleagues passed the Small Busi- 
ness Bill. 

Could you restate for the record what you think your business 
in terms of its contribution to the local economy in terms of taxes 
that you are paying, employees. You mentioned something about 
suppliers. Would you state for the record the far reach of your suc- 
cessful small business? 

Mr. Blinderman. Sure. I think to answer that question, it is best 
to understand the model of my existing restaurant. 

Currently, we have 35 employees and we generate over $3 mil- 
lion per year in gross revenue. Of that, it is fully taxable as income, 
as an LLC pass-through to all the owners and investors of the res- 
taurant. 

In addition, all of our 35 employees are paid on the books. In the 
restaurant industry, people are aware that oftentimes tipped em- 
ployees are paid out in cash each night. That does not happen at 
Mas Farmhouse. 
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Everyone receives the cash that comes in each night, or credit 
cards. It is deposited into the banks, tunneled through our payroll 
company. Payroll taxes are deducted. Medicare, Medicaid, Social 
Security. 

Our payroll averages between $23- to 28,000 per week at Mas 
Farmhouse. Translating those numbers into Mas La Grillade, 
which will be a bigger restaurant and employ more people, our pro- 
jected revenues conservatively, if we are able to meet our numbers, 
would generate anywhere from, again, $3.2 to $3.7, potentially 
more, million dollars in gross revenue which would be fully taxable 
by Federal, state and local authorities. 

In addition, our 65 employees, if you take the $23- to 28,000 per 
week we spend in payroll each and every week at Mas Farmhouse, 
you can effectively double that and perform the calculations to de- 
termine Social Security, Medicare, Medicaid, and other entitle- 
ments which will be deducted in addition to other taxes. 

I think most importantly, though, are the trickle-down effects for 
suppliers and vendors. Mas Farmhouse is built upon a model of 
sustainability and organic cuisine which, back in the day before it 
was a buzz work, has been open for seven years. 

That means we source all of our ingredients as much as possible 
within 150 miles of New York City. Farmers who would not other- 
wise be able to meet the New York restaurant market, growers, 
fisherman and others, people who we will spend $60 to 100 per 
week but which for them is a lot of money in revenue that we will 
consistently transfer over whether we are buying meat, poultry, 
fish or vegetables. 

In addition to our wine purveyors, in addition to all of the other 
vendors, from our glassware purveyors, our silverware purveyors, 
our cloth purveyors, our laundry needs, and all of the various other 
entities that go into servicing a full service fine dining restaurant. 

So, that is the benefits that I think one can expect, and those are 
the benefits that have already been achieved at Mas Farmhouse, 
which again was an SBA success story. 

Chair Landrieu. Thank you so much. 

I want to submit for the record — I think that would be an excel- 
lent way to close — your time has been very much appreciated — 
with a list of over 40 businesses. 

We literally could have filled this panel with hundreds of success 
stories of small businesses just like yours and programs statewide 
and regional programs that are stepping up to respond to the new 
provisions in this Act. 

So, I am going to submit it for the record just a list of 40 busi- 
nesses that we know of that have benefitted. Eight jobs, 18 jobs, 
40 jobs, 10 jobs, and I could go through this list, hundreds of jobs 
created. 

[The documentation follows:] 





SMALL BUSlNfSS JOBS ACT (SBJA) SUCCESS STORIES 
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SolarFlex 
Technologies 
(WilHam Snapp) 

Watkinsville, 6A 

8 jobs 

• SolarFlex designs and installs commercial solar energy systems. They were in need of working capital to 
carry the company along during a big project (which is now complete), 

* In particular, the company was designing/buiiding a 78,721-watt system at Parris island Recruiting Station, 

The system was installed on a 14,000 square foot parking deck and will provide 50% of the power used by a 
new barracks complex. A $27,000 SBJA microloan was provided by SBA mico-iender Appalachian 

Community Enterprises (out of Cleveland, GA). The funds allowed the company to hire 8 new employees 

as electricians and installers. 

GenPak Solutions 
{Todd Paul) 

Hilliard, OH 

18 jobs 

• Gen Pak is a startup that opened last year. They provide "unit dosing-" packaging for pharmaceuticals. That 
means instead of relying on a pharmacist to measure out and dose each dose of medicine, GenPak packages 
it in an easy to use blister pack. That makes it easier for patients, saves pharmacists' time, and saves 
money. They have 5 employees. 

• A month after they opened up (October), GenPak got a SBJA loan from Huntington Bank. They used the 
loan to buy new equipment, new. furniture, and new fixtures. SBJA meant the loan had a 90% guarantee 
and saved them over $16,000 in fees. GenPak expects to hire 18 new employees this year and up to 90 in 
the next 5 years depending on the volume. 

• "Without the SBA loan, we would not be in business today," Frank LaVaile, co-founder. 

LaserCraze 
(Gregory Hughes) 

Boston, MA 

37 jobs 

• LaserCraze has been open since 2008 (in North Andover, MA). The owner used a SBJA loan to open a 
second location of LaserCraze, a laser tag and family entertainment center, in Woburn, MA. They employ 37 
employees. 

• It was the perfect time to expand and the Jobs Act made it possible. Greg knew that even in a recession, 
parents and their kids are looking for ways to have fun. 

• By opening a second location, Greg created 37 new jobs. Thanks to SBJA, he saved $26,904,000 in fees. 

Q Care, inc. 

Roswell, GA 

10 Jobs 

* Q Care, Inc. used a SBJA ioan with 90% guarantee to purchase a new office facility. The ovmer called it a "no 
bralner" when he found out he would save $10,000 in fees. 

• This carpet and home clean company plans on hiring 10 new employees once they have expanded. 
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Thepwner Isa Vietnam Veteran. In 1999, after 22 years, he retired from active duty and opened a busmess 
with h&^othe^ iri Albuquerque, NM. The firm ~ Four Winds Mechanical HTC/AC does plumbing, sheet 
woric, he^ting/AC repair, and more. Four Winds has 12 employees. 

In 20(B, Joseph's brothers wanted to sell the company. Joseph wanted to keep the company in the family 
so he used an SBA loan, backed by the Recovery Act, to purchase his brothers' interests in the firm. The 
loan had a 90% guarantee and saved Joseph over $5,000 in fees. He even had money left over for working 
capital. 

A year later, Joseph went back to his bank to get additional financing. Because of his veteran status and the 
SBJA, he was able to save a couple thousand dollars on a Patriot Express loan. With the contracts he's 

bidding on now, he expect to hire at least 5 more employees soon. 

last fall, with the help of SBJA 504 loan, MBA Waste Services started work on a new recycling facility in 
Union City (near Atlanta). The new facility will be the first one in the area that can recycle construction 
materials. 

Due to the SBJA, they saved over $19,000 in fees and expect to create 25 new jobs. . . . 

The owners are former Boeing engineers who started the company in 1996i It is a ■'design/manufacturing 
firm of large payload sled systems for dynamic testing of automptive/aerospace seating and restraint 
systems" (i.e. crash dummy testing equipment). 

The company exports all over the world (Japan, S. Korea; Taiwan, UK, France, Italy, Canada and the U>S;K 
They knew SBJA could help jumpstart their international sales and expand into new markets. In 2008, they 
had 27 employees, including 11 engineers. They got an SBA Working Capital loan then for $1 million line of 
credit to complete a $2 million export order to Porsche AG in Germany (which they paid-in-full). 


SBJA increased SBA limit on Export Working Capital loans from $2 million to $5 million. The new loan helped 
the company complete three big export orders in China and other international markets - with more on the 
way (known contracts valued, at about $9 million). Their market share has grown to over 50% of the world 
market. They have 40 employees and because of SBJA loan, they plan on creating 5 new jobs. 
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Total 

Environmenta! 
Management 
(Curtis Scheetz) 


Around the Bend | 
(SMsan Barnes) | 


Once Upon a 
Child 

(Elaine Krieger) 


SMALL BUSINESS JOBS ACT (SBJA) SUCCrSi \iOrii.-. 


Location 


New Jobs I 




6 jobs 


;■ :' Thls: company proysdes poftaple-.^pling services xfsrougfiout aoutnern caisfornia. They started in 1985 and 
■ have' gr'own'a'great deal sihcg.thert- M'a.'result, the business operates from 4 different office and storage 

loeatte^vA' ^ 

Using. 3'S8JA.,5Q4 loan, they were able to consolidate ail operations into a single facility that provides a 
professional' environment along with needed internal storage for expensive equipment. Because of the fee 
waiver provision in the SBJA, the company was able to retain cash flow when receiving the loan. This 
allowed. them to retain current employees and hire additional workers. 


• The borrower would not have qualified for conventionai commercial real estate financing, so the project 
would not be possible without the SBJA 504 ioan/loan structure. They hired 6 new employees and were 
able to keep their 29 existing employees on payroll. 


I • The owner used a 504 loan, backed by the SBJA, to build a new. building for her. restaurant, Around the 
: Bend. 


San Antonio, TX 


3 jobs I 


[ • The new building will let her expand her operation, bring in more money, and hire 3 new employees. 


• Elaine was laid off in 1999 and didn't know what to do. Later on she went Into a children's clothing resale 
store Once Upon a Child. She was inspired to go into business for herself. Elaine and her husband used a 
home equity loan to open their own franchise of the store. 
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• As the store started doing well, she opened another. The owner found though that she couldn't rely on her 
personal equity alone so turned toSBA's504 program to open another store -and another... .and another.,,. 


Chicago, IL 


• More recently, Elaine got a 504 loan under SBJA to buy a building for one of her stores. Thanks to SBA, she 
has the capital, she. needs to expand her business and create jobs. SBJA saved her over $5,000 in fees. 
Today her company owners 11 clothing resale stores (for chiidren and adults). She has 165 employees and 

plans to expand. 
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Environmental Columbia, MO | 
Dynamics, Inc. i 

(Charles Tharp & | 

Randy Chan) | 


] Honey Bee Bakers Lubbock, TX 
I (Charles Peek & San Antonio, TX 



SMALL BUSINESS JOBS ACT (SBJAjSUCCtS'. 


:'Th'e'. owner is a locai f^-ancliisee m tiie M-arr-i ii^i^/suvF.iuu'i u uu>cji -uNu-iu v , '^si-iuicLui lur q years, i 

Wbfle:.other:r€sta«r3rrt owners are cutting back because of the economy Rooert savv st as a great time to 
Invest ln.his business. . He wanted to be ready for when the economy recovers. Only problem was he i 
. couldn't get a loan. Robert went to all the big banks, but no one would give him a loan. i 

After the SBJA,.he was able to get a loan from PNC bank with a 90 percent guarantee and save $11,000 in 
fees. He u^ej the loan to spruce up his 6 year old restaurant with new furniture and kitchen equipment, 
also painting, the. outside. Customers are excited about the change, as seen by his sales. While his 

competi tor s ar e struggl i ng, his restaurant ha s ha d positiv e sales e very week since start i ng renovations. 

This.business has been around since 1975 and has sold internationally for over 20 years, it provides products 
that assist with the aeration of water/wastewater to either: 1) prevent the formation of algae or other 
growths on useable water supply or 2 } expedite the natural cleansing process, of wastewater into useable 
water. Orders take 6-11 months from receipt to building the various systems that are contracted as 
company engineers and custom builds products. They have 110 employees in the U.S., and 15 foreign 
contractors. 


i • The company has seen recent growth so needed capital,- for overseas orders. 55% of. their business is 
outside the U,S. now. it received a $5 million Export Working Capital loan, increased to that level by SBJAto 
help with international orders. This was. the first EW.CP jpah for the customer and the .lender, who would 
have not made the loan without SBA's support. The company was interested in the loan because of the 
i flexibility of coverage for Bid/Performance Bonds ’- traditionally required by large foreign companies. The 

i bonding issue has been a "thorn in their side for years" because the one they had required them to 

I collateralize it. 

• The loan expar^ded their ability to sell overseas and now their sales will increase significantly. Over the next 
two years, they expect their international sales to increase by 30 percent due in part to the loan. That will 

allow t hem to expand their workforce further 

i • The owners, own. Honey Bee Bakers in Lubbock, TX and San Antonio, TX. They wanted to expand their 
j busm.ess,: so. Charles got in. touch with the UT-San Antonio SBDC. Together, they worked on their business 

i plan and put together an application for an SBA loan. 

\ • Because of S6JA, the loan carried a 90% guarantee. With It, they expanded the bakery and increased their 

j workforce to 29 people. 
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Catania j 
Hospitality Group j 


SMALL BUSINESS JOBS ACT(SBJA) SUCllSSSi UMi - 




The Catania Hospitality G'-nup isa ownpci business that --v^ ns a '^utnbe" of horf'b/fpstaura-.cs or, Cap*: 
. Cotl:andthe'$outfrShore* Beforetherecesslon, they were expanding But the econor^n doy-'oturn fut the 
hospitality industry hard, and the firm had a hard time refinancing tneir debt. 

Luckily, their bank knew about S8JA. Thanks to theSBJA provision vyhich raised SBA's loan limits, Catania 
refinaneedsome of. their debt into a $4 million SBA loan. It carried a 90% guarantee and they saved 
$132,(^ In fees. This loan, along with USDA assistance, helped save hundreds of jobs m the region. 


Huntsville, AL 


AG Optical 
Systems 
(Dave Tandy) 


The owner started the business in Huntsville and it makes handmade, high-end telescopes. Dave was in the 
Marine Corps, then went to graduate school, and as he put it "did the corporate thing for awhile" before he 
got bored. 

Dave has always had a passion for optics and tele.5Copes, as well as building things. So when he and his wife 
bought some property in Huntsville, he got a business loan to buy the CMC machine he needed to do the Job 
right. He also needed a few other pieces of equipment though. 

The owner was able to go to SBA for help: As a veteran and because of $6JA/ he got a Patriot ExpressJoan 

from his lender, He worked .quickly, to take advantage of the. expensing provision, which allowed ^ 

him to write off 100% of the purchase. Because of SBJA he saved $l,000:in fees. ^ 


Firefly Farms formed in 2002 in Garrett County by a small group of friends who decided to join forces and 
enter the world of domestic goat cheese making. They have received 31 individual national and 
international awards for excellence. Apparently the White House also knows about their cheese and loves 
it. They buy rt from the Washington, DC Farmers' Market. Currently have 13 full-time employees. 


Firefly Farms 
(Michael Koch) 


They received a $650, (XK) SBJA 504 loan to renovate a commercial building that they bought 2 years ago 
(but didn't have the capital to renovate). This space will allow them to create a gourmet food and wine 
retail stpre/visitor center to showcase the art of cheese making. 

. The.new retail, location will not only give the business additional sales, it also helps tourism promotion 
effor&,1n,6arrgtt,:Cpuhty, Depending on how long it takes to make deals with local farmers (1-2 years), 
Flre% Faffh.s. expects .to.have quadrupled their business and expanded their employees to 40-50. This 
. includes additiphal farmers, plant/store/yisitor center staff, and cheese makers. 
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Baker Sales, Inc. 
(Robert Baker) 


Slide!!, LA 


2 jobs 


Mas (La (Srillade) 
(Eric Blinderman) 


New York, NY l 62 jobs 


Baker Sales inc. of Stldell, LA, is a small business that distributes imported steel tubing and fencing. When 
construction slumped during the recession, so did demand for steel products. They saw their sales drop 20 
percent last year when oil/gas contractors pulled orders after the oil spill. 

For 30 years, Baker Sales has imported steei products and sold them to customers largely within a 200-miie 
radius of Slidell. The company has always wanted to export - particularly recently as they identified 
opportunities in Panama (where South American immigrants are moving in necessitating new housing 
developments and high-rises). 

President Robert Baker paid $800 for U.S. Commercial Service's Gold Key Service last March. He met with a 
dozen potential clients in Panama over two days and one developer he met is interested in ordering 
$100,000 aluminum fencing. 

Thanks to the higher loan limits authorized by the SBJA, Baker Sales Inc. received a $3 million 7(a) loan that 
will help them expand their business by facilitating export transactions with buyers in Panama. They 
immediately hired 2 more employees because of the loan. As sales to Panama increase, and potential sales 
to S outh Ko rea ma teria lize, the c omp any expects to increase furth er. _ _ 


In 2004, while working as an attorney practicing international law, the owner opened a restaurant. With the 
help of an SBA loan, "Mas (Farmhouse)" [pronounced MahJ opened to rave reviews. The restaurant quickly 
rose to prominence among New York City fine dining. 

Building upon his success, Eric wanted to open a second restaurant "Mas (La Grillade)." Because of SBJA, 
Eric got a 504 loan to purchase and renovate a two-story building around the corner from his first 
restaurant. He saved $18,000 in fees because of SBJA. He also got a SBJA 7(3} loan to pay for startup costs - 
savinj him almost $10,000 in fees. Whe n the ne\A^r«taurant opens this summer, Eric expects 62 new jobs. 
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Chair Landrieu. But we are not going to rest on our laurels. We 
want to see what is working. What we can make work even better 
until this recession is in the rearview mirror. 

So thank you all very much. We really appreciate your advocacy 
on behalf of yourself and the organizations you represent. 

And this meeting is adjourned. Thank you. 

[Whereupon, at 11:48 a.m., the Committee was adjourned.] 
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Vistago CEO ConflcieiHieind^ 
2009-2010 


1 Compared with a year ago, have overall economic 
conriftions m the U.S. improved, remained the same, 
or worsened? 




VISTAGE' 

CEO Confidence Index 

Larqest Survey bf CEOs Since 2003 

In _ iM r-'p Index provides an inside, 

M 'Ac onornyandtheirboanes^dnQ2 201G,:.: 

creased assurance1n;tfieff,B^ine^g::: 
t i r I } > it •- JO rpr>^SvSfon. White 
1 E ks p !(. or g owih in thecsveralf econiXnyvLth^ feFnairj 
i! t p n xt M months, they arewteltpcte^nedto ' 

K, r ’''dprfu'- white hiring rrewsrnpk^^s;'-p^3ite the. 
i\c •'litijok Vi ldqprnetnberCK>srep^1^';^:itt^^t 
u it / now f js^p t managing Posts, cjedft andrcash.-tow. to - 
!in liquidity amid persistent uncerteunty. MovingfowaRj, a larger . , 
i’oiS Will he ohaced on offering new fMOduds-^d'S^ktes to 
nem* r’r m k u ♦om‘-r 


Dr. Richard Curtin, Director of Surveys and ConsiBnemat-tre Univ^ity , , 
of MKjhiqan, Ann Arbor, and a Vistage consultant, for :the Confidence 
Inctex, notes, “AD of the index contponents rose sif^TtIy,:£9Sjept the 
outlook for the national economy. Despite a wc^tkenteg economy, cteOs ; , 
fvave pQSitioi'ied their firms so that they now exp«;t ^owly-impitivihg 
revenues and piofits," 

3t ytslnqd CEO Cootictenrx) Indox ComparMl to * 

Y&ar-to-VearCiMingestoGDP ^ \ 



osults 
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i improved 

■ ■■ ■ ■ .'rBiAEA 


i , About the same 


37% 

; Worsened 

208 ■ 

13% 

1 Eton'tkodw/No Clinton . " 

3 

0% 

i Better 

Y"^-\ 

36% 

i About the same 

; 772 

48% 


243 

15% 

; Cton't know/No opinion 

13 

1% 


2. Durmg the next t2 montits, do ymr expect the ovi^all 
economic condilrons in the U.S. will be better, about the 

same, or worse than now? 
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, increa^ 

3 ^ Am your firm's total fixed !n¥este»eift”e 3 g^^&M^;Wc«^:to : : cfAtoJtiie'sa'T>e 

increase, remain about the same, or decrease during the ' 

next12monttis? 

Don’t kncw/lsjo oomion 


4. Do you anttelpatei^at your firm's sales revenues will 
hicrease, renuiin about Uie same. oi decroasc for the 

next 12mon9iA7 


:.v.i Don't know/No opinion 


5. Do you expect your firmis profrtability to improve, remain 
: about the same, or worsen during the next 12 montfis? 


i toprove 
- 1 About th e same 

M\ Dcxi’t knovv/No opinion 


aes J 
?01 ' 
.'41 1 


I $. Do you expect prices for your product or service to 
! increase, remain about the same, or decrease dunng the 
I next 12 months? 


.i^crease_ 

:i the same 


■J Don’t know/No opinion 


n% 

914” f ■■ 57%'._' 
5 ”’| ' 0 %.. 


7. Do you expect your firm’s total number of employees will 
increase, remain about the same, or decrease during the 
next 12 mwiths? x - 


1 About the same 
! Decrease 

j Don't know/No opinion 


I /iv-i I 44% 

^ I 764 1 47% ” 

_] 145 7 9%__ 

I 5 ! 0% 


8. When doyouptan to increase your firm's total nuRd>er of 
employ ceo ovdirtfie next 12 months? 


922010 

Q3 2010 ’ 

04 2010 

Steadily throughout the r 


66 _ 4% _ 
203 ' 13% _ 

iiifiliiii 

434 ^ 27% 










F.ivmn io.'.K anj'or ai'cpssif.o 

189 

QS¥v 

yWjir business ts specHicaify 

ctBdrt ■ ■ 



; facms now'' {check all that dpply 

Managing costs 

404 

19% 


^■'vjsh liCiviidSy, receivables 

051 

1 s’ )> 


Custonrer retention arid/or 

640 

26% 


teadgenerahon 





66 



Mv buaness is not tacking anv 

210 

1 3% 


extracKdinary challenges 




S<i;?3ecf 

04 

2^) 


C^er 

■>36 

iro 






Go(X} for business 

40 

2% 

It. Has the Healthcare Reform Kit 




(The Reconciliation Act of 2010) been: 


" 75Z 

4?% 


i.yooFisisiness ' ' 




No opinion 

^46 

.. .15% 




----- — 

Yes 

22s) 

111®'' 

12. Are you finding it easier to obtain credit for your business 

No 

726 

■■ 45%i 

now than you did six months ago? 

Not aj^Iicabte 

SsSSSi 

4!% 


Skipped 

7 

0% 


13. WhsI Ja goInBttt be your biggest priority tai^-aA^ei^iii^iyour 
tHmnwa over tht next tiiree years? . - : -sV' '-, v. 

Qujiily employees 

Strong leadership 

Access to capit?^ 

Innovation in new 
products/services 

Skipped 

Other ' ' 

435 

344 

nisi 

. 562 

iiiil 

■■ 97 

|gl%; 

^’ 21 %' 

“ 11% ” 
35 % 

^ 0 % 

’"6% 

r-- ~~ 7?^ 

Much stronga: 

il5i 

5% 

14. Wf^ do you think the state of manufacturing in the U.S. 

Slightly strong^ 

703 

43% 

wiO be tfi the next S years? 

No change 

216“" 

13% 


Wi 

46" 

29% 


No opinion 


9% 


Skipped 

5 



Yes- ■ 

82 '1 5% 

'}& Does the federal government understand the challenges 


1,400 

87% 

faced by American businesses welt enough to expand 

No opinion 

12t 

7 % 

business opportunities for small business? 


Skpped 

14 

1% 
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V'lsisge CEO Con^idenco index Q2 2010 ; Dat^ | 


No opinion 
Skipped 


|:N^;^i©Bfaon' ••• 
f^fef^ity.member . . ..-.• 

I Rtjmotion from within 
:i^Qi3ta^:ex^tive search • 

I CEO of acquinng company 


17. Whgr» d&you botlwa yiii>i nox> CEO Will como from? 


•. * FEs^to find qualified talent 

•SnoplB with the nghtskrtP&todnve oitfiLUlt t j t n.nn 

I interviewee lack 

’ , I required skills 

^ 'X Shipped 


i'^^^r^sineSs^'i^fidWpiS 

■i Cas h _ . . 

I Vtenture capital or private 
[ecjuiity •• 

: Bank or third-party loan . 
Credit cords 
r Skipped 


i 19. How do you plan to finance your bustnr s 91 owtfi during 
I the next 12 months? 


20. In order to be ebte to mciease the rtumber of fulK-time 
emptoyoes. what do you need to see tn the martcetpiace 
(check dK tiitt 


Improved access to 
loan finarrang 
Lower wage costs 
Product improvements 


I Skipped 
[other.:. 
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Vistage C£0 Confidence Index Q2 2010 i t,6t7 Respcnaai’TS \.-ti 


. ! Ky^ji 1 LiT^nt <u‘QetotOtt>an financing iimitlng your 

busmsss growth ? 


1 j— ■: -"7 ^ : 

! Yes 

,^63 , 

i 22.|Mi^|||^^tngbu5!nc ■'•3Mna7 

No 

1 ,208 I 75% i i 


1 Nq^ bat 1 plan to in tiie 
t f»)d t2 months 


1 i ' ' ' 7 ' ' " 

. Skipped 

17 ' ""a< 


23. Is it essentia! to smaller buriiie..'.*^ likes yours that 
Washington enact immigration l«'c;islation? 




I 1,209' 

' '75%- 

24. Do you like questions like these? Do you want more of 


.1 350 

, 2?% 1 

these supplemwtai questions in future surveys? 

^ A- _ . 
iSk^i^jed 

- f-r 

0% , 


25. The media often contacts us regarding genera! business 
issues for stories. Are you willing to be contacted and 



Vf STAGE" 

better leaders - decisions «> results 

THE WORLD’S LEADiNG CHIEF EXECUTIVE ORGANIZATIOW 

©C(»vt!g^ll2{X^^Vs^sge!n!«n«^cJ^.^^i. ifiC .•.■ifi-jfi- .'’''O 
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VI STAGE 

CEO Confidence Index 

L-argest Stirvey of CEOs Since 2003 


Visfage C-EO Confidi-snf;*? index 
. 2'CX)9-20ta 


( I ' \ '^II" ,r- ' -f o \| r,oon'"p index provWes an inside look at Vistage. - 
’To’ul' I .ei'cn 'I! ^rie economy andthek bu^n^^S; inCK 2010^: .; 
v lO on* d-iKo v^o^ (10 slightly in the third quarter.-.ndting a slowing . ' ; : 
vomif j G' vth pv:e but no eviderrceofan irnj^ndktg doubted^. , ' 
t )>-'.,p>'9 wid-'SprHacl reco^ition of the rec&nt economic 
loA'*' '.v'l CLete w°ro more confident ki. th©r firm’s ^ily to increase 
'i.’ii r-'v oue-s and orofits in the year ahead. Yet, wrtualty.evBiy CEO . 

\ C ’ei ■spt'ctc 'isiny f- mpioyee healthcare costo for Given , „ 

,}ihtcitlE 'vonomy, their emprias(Si^s be€iri,CHicoRtantngcdSfs^.., . >. 
t {omioij tticir cuiTenl customers and ©(pandng'fireir crffatogs of _ 
pn It K ts and services to attract new customers. 

l)r. ftichard Ciirtin, Director of Surveys and CcM^mers art the Univa^ty 
of Michigan, Ann Arbor, arid Vkstage consultant for toe Gwfidenc^ . p .: . 
index, notes, ‘‘CEOs expressed a cautious optimism about toeir firm's 7. ' 
aotlrty to ttavigate the rougn watem of today'seconomy-.Q^xte a - ' 

widetipread recognitiort ot tiie recent econorniG.^stowdown.GEO*svvere.' 
more confident: in tfieir finn s ability to increase their re^®fHi^and.pR^te. 
in the VGcir ahead.” 


o tfistage CEO Gonfidentfe Index Compared to 
I Year-to-Ye^r Changes to GOP 


1 Compared with a year ago» havo overall economic 
conditions m the U.S. improved, remained the same, 
w worsened^ 


Di.jnng the next 12 moittos, do you expect the overall 
' V I'omic conditions in the U.S. wiH be better, about the 
i5.;mse. or worse than now? 


j Improved 


::4:8%' 

. [About the same 



i Worsened 

295 . 

16% 

I know.-'No opinion 


’o% 

I Better 

!■ 730''' ■■ 

40%' 

. i About the same 

; 874 

47% 

[Worse 

1 2i3 

12' 

j DcHi’t know/No opinion 

; 28 

29i, 
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Vistage CEO Confidsnco Index Q3 2010 | E3ates09/t4-(^^ i 1.845 Resp; 


:}, Are your firm s to!' fixed inve^tmenl expeiuiitu'i^s likoly 
lo iricresise :• • oboiit Win sdmc, or iJrM:rea>.b (Juring 

the nest 12 monttis? 


Atxxit the same 
D^r ^se _ 

Dai't know/No opinion 


Mncre^e 
j About the same 
|:DRcma.so 

:l Don’t know/No opinion 


4. . Do you anticipate that youi tirrn's sjU'b ii'veiiiies will 
incTeaso, remam about the same, or decrease for the 
next 12 monttis? 


App rove 

tie same 
Wo rsm 

Dwi’t know/No opinion 


5. Do you expect your firm’s profitability to improve, 
remain about the same, or worsen during 0)e - 
: ^ next 12 months? 


increase 
M)out the same 


6..:^::^ you expect prices for your product nr service to 
increase, remain idiout the same, or decrease during 
the next 12 months? 


Don't Imow/No opinion 


'..{ncrease^ ,■ 

About the same 


Do you expect your firm’s total number of employees 
wiU Increase, remain about the same, or decrease 
during tiie next 12 months? 


Don't know/No opinion 


'Q3 2010 ' 61 " 3>^> „ 

'■[q 420 i‘o"~ TgTJ 9%"' 

!Q120n " ' ' ?79 ' -15%' 

Steadily throughout the next | 500 [ 27% 

12 months | 

I doriot ptanlo increase my ' 8^-4 4?%: 

total number of employees ■ 


Rising energy costs 3 0% 

Growth (giow'ng too oucklyi 3 ■ 

R iang healthcare costs ^ 113 6% 

R)htical uncertainty ' 170 ; 9% 

Staffing (findinq, hinng, j 177 j t0% 

retairiRig, and training) { j 

Growth (growing too slowlv) ; 218 ’ 12% 

Economic uncertainty (concerri [ 691 ■ i 37%. 

for local and nation) I . . 

Other 1 135 : 7% 

pKianaai issues (firiance, cash i id86 i 16% 

Bow,.protitability) i i 
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Vistage CEO Confidence lndenQ3 2010 ' Dales 09/14-0024 1 1,845F 




ff^ytrg k^BTS and/or acct-SbiH^ 

to. What IS the biggest challenge y<Njr business IS specifically i acxiil 

facing now? {check all that j Managin^cQS^~ 

{ ficpjfdrty, receivables 
, Customer retemion find’O! 

. ’ - , . lead gyration 

i- ^ 

■ , My business is not facii 'g ar'v 

. ' _ ; ©etraordr^arv chtdienges 

' V , ' ' Other 


■ 'Be:good for your business 
Be bad for yc^r businet>s 
: /^te:no:diffeR3nce!n vour 
: ifeysiness • 

?! No opinion 


4:'ii^iBase 
Remain the same 
10% 

i Increase tO-25% 

! Inaeasemoro than 25% 
•j Skipped 


12. In2011, ck> you expect your healthcare costs for 
employees to: 
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Vistaij& C£0 Confidence Index Q3 2010 . Dates 09/14-08(^^ | 1.845 Pesfxjn 


;i N ation^ s ecuttty policies 

.'j.Envircffjment, education, and 
%f he^tfH:af© pdtcies 
l^adfor^ MJericdJt values 
:r] F^rty afliliation 


i j.Tax es 

:.|:!4^^i:to-sredit 
4 Deiidt reduction 
^ -tlRi^ni^yroeFTt 
V Rnanciai regulatorv reform 


[■<Dut the-corporate tax rate 
I Cut the capital gains tax rate. . 
Prov'de more stimulus support 
: |_te sroatl- busine^es 
• Continue tne Bush tax cuts 
n for those earning less than 
:] $2^.00 per year 
Continue the Bush tax cuts 
for those earning mom than 
$250,00 y^r 
. Change tax policies regarding 
. companies doing business 
abroad 

Loosen the credit markets 
Skipped 


' • ’nv^\ Ir-'C'-i-v'.i.-.'- 1 Democratic 

Iftf House "of Representatives f^ubtican 

^ iNoopInion 

- -i Skipped 

.1 

12 

'l6%J , 

'b2% 

21% ^ ' 

. i , ■■ jDemocrate . 

SiESIpSl 

38% I 

19. Whjch party wrff control the U.S. Senate in January? ' F^epubucntf 

r 756 

^~4m 1 i 

1 j -Noicpraon-- 

i 419 

23% ’ 

! . i Skipped 

12 ; 

1% 
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Vistaqe CEO Confidence Index Q3 2010 ' Cates C9/14-0S/24] 

1,&45 Resooi'.dEir*:;:, \ u:' x-: 

Acs, ..,Coniir,u&d | 

20. What impact will NOT«xfcMiKiii>0all4ne Bush tax cuts 
beyond 2010 have 

^\fefy postfix 

Positive 

1 Neufe’d 

i',- 

: ! 

1 532' 29% ' 1 i 


vVJ Negath^ 

; 926 50% ; I 


1 negate 

' 3Vl t,\. 


{ Shipped 

■ 'M ' 1 I ! 




i improved access to loan 
finaicing 

\i Rxxtuct impfovemerils/ 
i jnnovatwn 

;[SdE}CKi employee, benefft 


:j Skipped 

pOtfw. 




■ ! No 

: Skipped 




VI STAGE' 
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©Co(^^-r«2oiov«iaj9iMs.'rai‘>vi.y -v > ,v r^i :*:;ijRV>O'!'70in 





106 



Q4 2010 


!Utiw8' Organizatior 


Vfsiage CEO Confidence index Q4 20t0 




VI STAGE 

CEO Confidence Index 

Largest Survey of CEOs Since 2003 


1 'r,ui v t-x ' ''o‘''iJcnce Intiex provkJesan insidelooktf Vistage . 

1 nbt' cn^Tide't p in ihc ( ( onomy arwJtheir.busin^ses-. in Q4 2010> 
■' » i\' ! CO'- nxp.c'^sod a remari^ablefesurgenceofoptimtern, 
l> iirmyandforthe!rovmcomp^^:.TheV!stege 
i. tkr ' i^opA jiDpcd to 106.3in Hie4thqucfft®^of^^10, after-.. 

IS 1 m thfc, 3''d Quarter- Of the 1,729 respondents, T7% . . 

/■oix t ifii. leasua ip\>Gnues and 63% foresee hjgher ptDfite-jn-tt^rovm:. 
companies. Fifty-four percent expect to hire mcM® empk^e^ in ^. : . ... 
comioq year, .which is the first time in three y^re ttrat the:mafority erf. 

“ uUnnf'dtu rxprind the numberof krf)S- 


Dr. Richard Curtin. Director of Surveys and CcHisum^satfoe Urwer^c: 
of Mteh^an. Ann.Arbor, and Vistage consultant fortheConf^nce Index 
notes. “1 his was the mOsSt favorable outlook for eccxtomfc gtovirth since ... 
the start of 2004,” 


Vistage CEO Contdence index 
2009^2010 




Vistage GEO Confidence Index Crmtpared to 
Year-to-Year Changes to QDP 


2009 2009 2010 2010 ;>0t0 2010 

OS Q4 Q1 02 Q3 CM 

DBteofSuniBy 


Contpared with a year ago, have overai) economic 
cfMidibons in the U.S. improved, remained the same, 
or worsened? 


{improve 
i About the same 
1 Worsened 

! Don't know/No opirtion 


Better 

About the same 
Wexse 


During the next 12 months, do you expect the overall 
economic conditions in the U.S. wiH be better, about the 
same, or worse than now? 


Know/No opinion 
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;£0 Confidence Index 04 2010 Dates 12/'14-t2/24 1 1.729 ResiDcnd^ 


Atxxrttfis same 


laiow/No opinion 


Afeirt the same 


y Don't }mow/NQ opinion 


Improve- V 
About the same 
Wor^ 

Don’t know/No opinion 


SL Di»ycmftp«Mtjrfiw ttrrn s profitabiiity to improve, 
CMPalniiNltlltfw s.imo or worM>n dunnq tho 


[About the same 
•iPon't |qiow/No opinion 


Do you expect prices for your product or service to 
increase, remam about the same, or decrea^^t.' during ttie 
next 12 months? 


7. Do you expect your firm’s to^ number of employee^ 
wH) iricresse, remain about tbb same, nr decrease 
during the next 12 months? 


About the same 


Don’t know/No opinion 


Q1 20l_t 
02 20n 

d3 20r!''''77 

Steadily throughout the next 
12 months 

I ilo not plan to increase m\ 
total numbw of employees 


;'Whien4oyoaplahtoinicrea»eyl^JI^^^ 

> of empteyees over the next s ' 


ISii 

SSiilP 

mn.- 




3 
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VIstage CEO Confidence fnefex 04 2010 : Dates 12/14-1^4.f 1,729 Rescor 


1 Rang healthcare costs 
:hiring, 

Vi Growth growing too slowly) 
too.qLiiGkiy) 

i Fifwidal issues (finance, casn 
'■'■I flow, profttebihhy) 

• Ecxsooroio uncertainty (Gonc^n 
. ^fOK.kXi^'^ict national'ecQr’iomy. 

housingmarkett 
- Pditical uncertainty 

I Oth^ 


9, What IS the rao^;i^^fsCarrt business ■ m. tnnt yuu arc 

- facing cunentlyt 


^ei^btes- 

I Paying iosuis and/or accessing 
credit 

^ 

fead generation 
; Cutting Staff 
' 'l^ns^ing-GOStSyvo/v^v 
My business is not facing any 
I extraordinary challenges . 


Be^odfofj^urousiress _ 1C3 Ltc 

• Be for yair business. J >1®'^ I ^ 05 % 
Make no difference in your 363 2’% 

business _ , ^ 

.. No opinion . 134 . . : 8% 


of 2010) to: 


— 


341 2m 


12. Are you finc^g it easier to (^tain credit for your 


666 . 38% : 


business now tttaiT you did SIX months ago? 

‘ I ,fydt apRiicabte.,: . ., 

714 41% 1 



i-Ci';'';! Skipped 

9, 1% : 
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VistfSjje CEO Canfidonce Index (34 2010 : Dales 12/1442^f :1;?29 Respordi! 


I dtfl not even knovv at:c;ut 

Hiem 

Yes 


“SindB Busino'es' 
OSS Hp.iith 

intui Uiipmpioyofi 
itivc u to Support 


ft !s too ^rly to tel! 
Otha- 


Estjrt^ted Tax Payment Relief to ^nc-Smait DuMiiessus 
io Kolip Needed Cash on Hand, among oUier|i. Has your 
compiiny benefltted from any of these new l^s? 


Do you curr^tiy market your commitment to 
or "green practices'* to your customers or 


(During this economic downturn, did you at any time 
- pie^e personal assets or invest personal money into your 
. ' company to help you weadter the storm? ci-xi'';- ' 


in 2011 be better than it was in 2010? 


Worries about the U.S. 
eccMiomic outlook 
Future demand 

Uncertainty over regulatory 
environment 

Skipped 


18. I expect to hold back permanent hires during 2011 due 


33S 

IliRIl 





1 % 

93.. 

■ 5‘X. i 

jSSfSl 

53% ■ 

i 17' 

1 % 
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Vfstage CEO Confidence Index Q4 2010 : Dates 12/14-12/24 j 1.729 Respc;' 


.Continue 


A-moderate. praqinatic 
OsTKXsat 

Actu^ not that dfff^ent fto 
^^fd©it&©h.tntita major - 
China, • 

■ax-^i.ee-OF*aBia poiicies) 

Skipp^ 


19. Do you cwtsider Pmsident OiKimato ber 


better leaders ■- decisiona ~ results 


THE WORLD’S LEADING CHIET EXECUTIVC- ORGANI2A' 


©Oseyfighi 20i0 'fetage ! 
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Secretariat: 
444 North Capitol, NW, Suite 401 
Washington, DC 20001 
Tel: (202)624-5460 
Fax: (202)624-5452 
Web: www.sidoamerica.org 


lime 25, 2010 


the llimotablc Mars landrieu 
52S lliiit Sitiak' OlTice Building 
Washington, DC 20510 

I ill Ilonoiablt Otvmpia Snowe 
I s4 Russell Stnate Office Building 
Washington, DC 20510 



Dear Senators Landrieu and Snowe, 

As you are aware, the State International Development Organizations (SllX")) provides a 
mechanism for states to share innovative ideas, facilitates multi-state collaboration, and provide 
advocacy tor state international trade development programs. SIDO work close partnership with 
the Council: of State Governments and benefits from the active involvement of state trade 
directors from across the country, to ensure that all activities are focused on the immediate need-s 
of small businesses. 

SIDO would like to reiterate its support for the State Trade and Export Partnership (STEP) 
program. 'fhe STEiP progratti provides much-needed support for state trade offices - but hidst 
im'tKirtant, it; will have a Very positive impact the nation’s small business by enhancing the export 
services they receive through their state trade agencies 

President Obama has set the goal of doubting U.S, exports in the next five years. It is an 
ambitious goal that will require robust export development programs at botlt the .state and federal 
level and particularly a significant amount of additional support to small and medium sized 
enterprises (SMEs). However, as state trade offices are being called upon to provide ever higher 
levels of export services, the current fiscal crisis has prompted governors and legislatures to make 
difficult budget choices. 

In the last two years, state support for trade development and investtnent attraction has dropped 
dramatically. S4% of states have cut their international trade budgets, and additional cuts are 
likely in the horizon. Cuts have ranged in size from 2% to 65%, and have directly affected our 
states ability to support SME exporters because of the resultant staff reductions, foreign office 
closures, or other service eliminations. 

The STEP program is absolutely vital to the ability of states to do their part in creating much 
needed jobs in our country through export expansion. The fact that 53 out of 56 eligible states and 
territories have submitted program funding proptsals to SBA speaks volumes not only about the 
states need of finding additional programmatic resources, but also of the commitment of the state 
trade agencies to do their share towards achieving the NEI objectives. 
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Secretariat: 
444 North Capitol, NW, Suite 401 
Washington, DC 20001 
Tel; (202) 624-5460 
Fax: (202)624-5452 
Web: www.sidoamerica.org 

In closing, we want express our deep appreciation: for your unwavering supjwrt of STEP program. 

Your vision and leadership in support export developmentand job creation through greater state- 
federal cooperation is deeply appreciated. We look forward to working with you to help our 
small businesses become more successful in international markets. 


With best regards, 


Manny Mencia 
President, SIDO 
Sr. Vice President 

Inteniational Trade & Business Development 
Enterprise Florida 



Wade Merritt 
Vice President, SIDO 
Vice President 

Maine International Trade Center 
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Progress Report: SBA Requirements in the Small Business Jobs Act of 2010 

Prepared by: Alex Johnson, Brian van Hook 


BACKGROUND: 


Following months of debate, the Senate passed the Small Business Jobs Act of 2010 (Jobs Act) 
on September 16, 2010 by a vote of 61-38. On September 27, 2010, President Obama signed the 
bill into law. The Jobs Act provided support to small businesses by: 1) providing $12 billion in 
immediate tax cuts for small firms; 2) increasing access to capital; and 3) strengthening the core 
programs of the Small Business Administration (SBA). In general, the legislation was intended 
to increase access to capital, encourage investment, promote entrepreneurship, and promote 
small business fairness. 

Title I of the Jobs Act includes all of the statutory requirements of the Small Business 
Administration (SBA). There are a total of 39 provisions in the Jobs Act that specifically and 
solely related to the SBA. These 39 provisions are subdivided into five categories: 

• Access to Credit 

• Trade and Exporting 

• Contracting 

• Management and Counseling Assistance 

• Disaster Loan Improvement 


STATUS OF IMPLEMDENTATION: 


Of the 39 total SBA-specific provisions: 

• 28 provisions have been completed (72%) 

• 9 provisions are in the process of completion (23%) 

• 2 provisions are not completed (5%) 


o 



